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C.S. /IRANIAN CONTACTS AND THE AMERICAN HOSTAGES 


From the earliest months following the Islamic revolution in 
Iran, the U.S. Government >has attempted to reestablish official 
contact with that government in order to discuss strategic 
developments in this critical part of the world and reconstruct a 
working relationship. Even before President Reagan came to 
office the U.S. Government agreed to try to expand security, 
economic, political, and intelligence relationships at a pace 
acceptable to Tehran. In the fall of 1979, the U.S. imdertook 
three secret missions to Tehran: 


September 1979 - f I (met secretly with Barargan at the 

request of the Iranians) 


October 1979 T 


f 


A 


October-Hoyember 1979 -.[ 


J (discussed 
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normalization of relations) 

Vhen these meetings and the secret November 1, 1979 meeting in 
Algiers, between Brzezihski and Prime Minister Bazargan, became 
public in liran, they helped precipitate the takeover of the U.S. 
/Embassy by radical elements and led to the resignation of the 
/ Bazargan, government. These events have adversely Influenced 
Iran's siibsequent-' willingness to engage in any direct contact 
with the USG. 

Despite mutuftl difficulties involved in re-establishing normal 
relations, our strategic interests in the Persian Gulf mandate 
periiiatent efforts to establish a dialogue. In this regard, it 
is notable that only a few major countries do not have relations 
with Iran — Egypt, Jordan, Morocco, Israel, South Africa, and 
,the United States. Even Iraq continues to have diplomatic 
relations with Iran. 

Iran is the key to a region of vital Importance to the West, yet 
.it is increasingly threatened by growing Soviet military power 
and political influence along its borders and Inside its 
territory. Over the course of the last two years, the Soviets 
and their surrogates have moved actively to gain greater 
influence in the Gulf: 

— The Soviets believe that once Khomeini dies, they will have 
an excellent opportunity to influence the formation of a 
government in Tehran that serves Soviet strategic interests 
in the area. 
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Communist nations have become the principal arms suppliers 
to Iran — making Iran dependent on this source of supply in 
contending with an increasingly strengthened Iraq. This 
leads us to the conclusion that the Soviets may well be 
attempting to pursue their own revolution in Iran. That is, 
by fueling both sides in the conflict, the Soviets could 
well encourage a disastrous "final offensive" by Iran that 
would precipitate a political disintegration in Iran, 
leaving a power vacuum which the Soviets could exploit. 
Specifically, the indicators of Communist influence in Iran 
are: 
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In short# the Soviets were far better positioned to improve 
significantly their influence in the region in 1985 when we were 
presented with an opportunity to open a dialogue with Iran.' In 
deciding to exploit this opening, we evaluated previous efforts 
through more conventional channels which had not succeeded. 

About two years ago, senior Iranian officials apparently decided 
that some accommodation with the U.S. was necessary. Since 1983, 
various countries have been engaged in overtu res to the U.S.^ 

Iran in an effort to stimulate direct contact! 

|However. internal splits and debates made it difficult 
for the Iranians to respond to these overtures. 

Numerous individuals and private parties have likewise attempted 
to be helpful as intermediaries in establishing contact in Iran 
or in seeking Iranian ass istance in the release of our citizens 
held hostage in Lebanon. ^ 



w- SECRCf 


• ; I 

In the spring of 1985, a private American citizen (Michael 
Ledeen) learned from an Israeli government official (David 
Kimche) that the Israelis had established a liaison relationship 
with an Iranian expatriate (Manuchehr Ghorbanifar) in Europe who 
sought Israeli help in establishing contact with the U.S. Govern- 
ment. In acknowledging the need to demonstrate the bonafides of 
the Iranian officials involved, he (Ghorbanifar) indicated that 
his "sponsors” in Tehran could also help to resolve the American 
hostage situation in Beirut. 

In June of 1985, in the midst of the TWA-847 hijacking, the 
Israeli officials in direct contact with the Iranian expatriate 
asked him to use his influence with senior Iranian officials to 
obtain the release of the hijacked passengers. Two days after 
this approach, four Americans held separately from the rest of 
the hijacked ^s_senger8 were_freed_ar^ t^ned_pverLto Syr ian 
authorities. Majlis 

Speaker Rafsan^ani, who was travelling in the mid-east at the 
time, and Iranian Foreign Minister Velayati both intervened with 
the captors. Rafsanjani, in his speech on November 4, 1986, for 
the first time publicly acknowledged his role in this matter. 
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^ July 1985, during a visit to Washington, an Israeli 
official (Kimche) advised National Security Advisor, Robert 
McFarlane, that Israel had established a channel of conununication 
with authoritative elements in Iran who were interested in 
determining whether the United States was open to a discreet, 
high-level dialogue. The Iranians were described as comprising 
the principal figures of the government (i.e.. Speaker of the 
Majlis Rafsanjani, Prime Minister Musavi, and Khomeini’s 
heir-apparent. Ayatollah Montazeri) and as being devoted to a 
reorientation of Iranian policy. 


At this first meeting, McFarlane went to great length to draw out 
the Israeli as to why he found the Iranian proposal credible, 
given the events of the past six years. The Israeli replied that 
their exhaustive analysis had gone beyond the surface logic 
deriving from the chaos and decline within Iran and the 


villlnaness of the Iranians to pergonal riaka^ 1 

FOIA(b)l 

J 


r 


The Israeli asked for our position on opening such a dialogue. 

No mention was made of any pre-conditions or Iranian priorities. 
McFarlane conveyed this proposal to the President (in the 
presence of the Chief of Staff) • The President said that he 
believed such a dialogue would be worthwhile at least to the 
point of determining the validity of the interlocutors. This 
decision was passed to the Israeli diplomat .4-^ 

Within da ys the Israeli called again on McFarlane. At this 
meeting, he stated that he had conveyed our position to the 
Iranian intermediary and that the Iranians had responded that 
they recognized the need for both sides to have tangible evidence 
of the bona fides of the other and that they believed they could 
affect the release of the Americans held hostage in Lebanon. 


According to the Israeli, the Iranians separately stated that 
they were vulnerable as a group and before having any prospect of 
being able to affect change within Iran they would need to be 
substantially strengthened. To do so, they would need to secure 
the cooperation of ^litary and/or Revolutionary Guard leaders. 
Toward this end, they expressed the view that the most credible 
demonstration of their influence and abilities would be to secure 
limited amounts of O.S. equipment. The Israeli asked for our 
position on such actions. 
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Mr. McFarlane elevated this proposition to the President at a 
meeting within days that included the Secretaries of State and 
Defense and the Director of Central Intelligence. The President 
stated thatr while he could understeuid that asstiming the 
legitimacy of the interlocutors r they would be quite vulnerable 
and ultimately might deserve our support to include tangible 
materiel; at the timer without any first hand experience in 
dealing with themr he could not authorize any transfers of 
military materiel. This was conveyed to ^e Israeli. 

On Aucn ^*** the Israeli diplomat called once more to 

report that the message had been conveyed and that an impasse of 
confidence existed. He asked what the position of the U.S. 
Government would be to an Israeli transfer of modest quantities 
of defensive military materiel. McFarlane replied that to himr 
such an action would represent a distinction without a difference. 
The Israeli diplomat explained at great length that Israel had 
its own policy interests that would be served by fostering such a 
dialogue in behalf of the U.S., but that a problem would arise 
when ultimately they needed to replace items shipped. He asked 
whether Israel would be able to purchase replacements for items 
they chose to ship. McFarlane stated that the issue was not the 
ability of Israel to purchase military equipment from the U.S. 
they had done so for a generation and would do so in the future 
— but rather the issue was whether it was U.S. policy to ship or 
allow others to ship military equipment to Iran. The Israeli 
asked for a position from our government. McFarlane elevated the 
question to the President (and to the Secretaries of State and 
Defense and the Director of Central Intelligence) . The President 
stated thatr while he could envision providing materiel support 
to moderate elements in Iran if all the Western hostages were 
freed, he could not approve any transfer of military materiel at 
that time. This position was conveyed to the Israeli diplomat. 

On September 14, 1985, Reverend Benjamin Weir was released in 
Beirut by the Islamic Jihad Organization. This release was 
preceded by an intense effort on the part of Mr. Terry Waite, the 
Special Onissary of the Archbishop of Canterbury. To this date, 
Mr. Waite remains the onl y Westerner to ever meet directly wit h 
^the Lebanese )cidnappers. I | 

In late September, we learned that the Israelis had transferred 
508 TOW missiles to Iran and that this shipment had taken place 
in late August. The Israelis told us that they undertook the 
action, despite our objections, because they believed it to be in 
their strategic interests. The Israelis managed this entire 
operation, to include delivery arrangements, funding, and 
transportation. After discussing this matter with the President, 
it was decided not to expose this Israeli delivery because: 
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— We wanted to retain the option of exploiting the existing 

Israeli channel with Tehran in our own effort to establish a 
strategic dialogue with the Iranian government. 

The total value of the 508 TOWs shipped by Israel was less 
than $2 million and, therefore, below the threshold requiring 
a report of military equipment transfers under the Arms 
Export Control Act. 

On October 4, 1985, Islamic Jihad announced that it had "executed* 
Beirut Station Chief William Buckley in retaliation for the 
October 1 Israeli air raid on PLO installations in Tunis. This 
announcement led to a series of meetings in Europe among the U.S. 
(CIA and NSC) , Israeli, and Iranian intermediaries. In these 
meetings, the Iranians indicated that, while their ability to 
influence the Hizballah was waning, the Hlzballah had not killed 
Buckley; he had in fact died several months earlier of natural 
causes. We have since substantiated this information in debriefs 
of Father Jenco and David Jacobsen, both of whom indicate that 
Buckley probably died on June 3, 1985 of pneumonia-like symptoms. 


In late November. 1985. an aircraft i i 

I I was chartered through normal commercial contract to carry 

cargo from Israel. It was subsi^quently determined that the 
/ Israelis, responding to urgent entreaties from the Iranians, used 
the aircraft to transport IBL HAWK missiles to Iran in an effort 
to <wygu-r>Tf ♦•ha w-tr defenses around Tehran. The Israelis 

were I [ and the 

airline was paid at the normal commercial nipproxlmately 

$127,700). The airline personal were also unwitting of the cargo 
they carried. The Israeli delivery of HAWK missiles raised 
setious U.S. concerns that these deliveries were jeopardizing our 
objective of arranging a direct meeting with high-level Iranian 
officials. As a' consequence of U.S. Initiative and by mutual 
agreement of all three parties, these missiles were subsequently 
/returned to Israel in February 1986. 

On December 7, the President convened a meeting in the White 
House (residence) to discuss next steps in our efforts to 
establish direct contact with the Iranians. Attending the 
meeting were the Chief of Staff, Secretaries of State and 
Defense, the Deputy Director of Central intelligence, and the 
Assistant to the President for National Security Affairs and his 
Deputy. Immediately after the meeting, Mr. McFarlane departed 
for London to meet with the Israeli official and the Iranian 
contact to make clear the nature of our interest in a dialogue 
with Iran. At this meeting. Nr. McFarlane, as instructed by the 
President, stated that: 
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— the O.S. wa* open to a political dialogue with Iran, but 
that no luch dialogue could make progress for as long as 
groups seen as dominated by Iran held U.S. hostages; and 

the U.S, could under no circumstances transfer arms to Iran 
in exchange for hostages. 

These points were made directly to the Iranian interlocutor. The 
Iranian replied that, unless his associates in Tehran were 
strengthened, they could not risk going ahead with the dialogue. 
Mr. McFarlane acknowledged the position but stated we could not 
change our position. In a separate meeting with the Israeli 
official, Mr. McFarlane made clear our strong objections to the 
Israeli shipment of the HAWK missiles and noted that the U.S. 
would have to act to have them returned (a step undertaken in 
February, when all 18 missiles were returned to Israel) . 

Following these meetings, Mr. McFarlane returned to Washington 
and shortly thereafter left active government service. 

On January 2, the Prime Mlnlst«3Cp^f Israel dispatched a special 
emissary to the U.S. (Amlram (Mir |x^to review proposals for next 
steps in dealing with Iran. xHe Israelis urged that we 
reconsider the issue of provid nfiTvM ?.imlted defensive arms) 

/ f , since all other incentives 

(economic assistance, meaicai supplies, machine parts) were of no 
value in shoring-up those who wanted an opening to the West. In 
that any implementation of the Israeli proposals would require 
the active participation of the intelligence community, the NSC 
Staff (North) was tasked to prepare a covert action finding. 

Work on this Presidential finding commenced on January 4. 

On January 6, the President, the Vice President, the Chief of 
Staff, and the National Security Advisor and his assistant 
reviewed the first draft of the Finding and the recommendations 
made by the Prime Minister of Israel through his special 
emissary. 

On January 7, the President met in the Oval Office with the Vice 
President, the Chief of Staff, Secretaries Shultz and Weinberger, 
Attorney General Heeso, Director Casey, and the National Security 
Advisor to discuss the overall situation in Iran and prospects 
for a strategic dialogue. It was again noted that Mr. McFarlane, 
on return from his trip to London, had recommended that no 
further action be taken tmless a mechanism could be established 
by which the U.S. could exert better control over events. He 
agreed, in principle, with Director Casey that providing limited 
quantities of defensive arms after the hostages were released 
still had merit. Both Secretary Shultz and Secretary Weinberger 
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objected to any provision of arms, citing that we could not be 
sure that these would really help moderate elements and that, if 
exposed, the project would not be understood by moderate Arabs 
and would be seen as contravening our policy of not dealing with 
states that support terrorism. The President decided that we 
should attempt to keep the Israeli channel active as long as it 
offered possibilities for meetings with high-level Iranian 
officials and left open the issue of providing defensive arms to 
Iran if all the hostages were released. ^ ' 

It was further determined by the President that any dialogue with 
the Iranians must be aimed at achieving the following goals t 

- Devising a formula for re-establishing a strategic 
relationship with Tehran. 

- Ending the Iran-Irag War on honorable terms. 

- Convincing Iran to cease its support for terrorism and 
radical subversion. 

- Helping ensure the territorial integrity of Iran and 
coordinating ways in which we might counter Soviet 
activities in the region. 

The President made clear that a Western dialogue with Iran would 
be precluded unless Iran were willing to use its influence to 
achieve the release of Western hostages in Beirut. He also made 
clear that we could not and would not engage in trading arms for 
hostages. Secretaries Shultz and Weinberger retained their 
original position on providing any adrs to Iran, but Attorney 
General Meese and Director Casey both' supported the concept as a 
valid means of opening the dialogue. Attorney General Meese 
noted a 1981 determination by then Attorney General French Smith 
that transferring small quantities of arms through third 
countries under a Covert Action Finding was -irllegal. 



On January 16, a meeting was held in the National Security 
Advisor's office with Secretary Weinberger, Attorney General 
Meese, Director Casey, and CIA General Counsel Stanley Sporkin. 

At this meeting, the final draft of the Covert Action Finding was 
reviewed and was forwarded to the President with Secretary 
Weinberger dissenting. 
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On January 1986, the President approved a Covert Action 
Finding (Tab A) directing that the intelligence community proceed 
with special activities aimed at accomplishing the goals set 
■•forth above. The President futher determined that the activities 
Authorized, by the Finding justified withholding prior Congressional 
notification due to the .extreme sensitivity of the dialogue being 
\eAtablished. \He further' noted that public knowledge of the 
prbgraun would place the American hostages in Lebanon at greater 
bisk. Noting his concern for bhe lives of those carrying out the 
operation (both U;5. and foreign) , he directed that the Director 
, of \ Central Intelligence refrain from reporting the Finding to the 
\appropriate committees of the Congress .until reasonably sure that 
those Involved would no. longer be in jeopardy. 


Oh February 5-7, U.S. officials (NSC and CIA 
representative of the Israeli Prime Ministry ‘lAmirAlR 
■ senior-level Iranian official i 


3 


)» a 

kli- 


and a 


I' \ I met in London. At this meeting, the Iranians agreed 

tnan, it the XfSG would provide defensive weapons (TOWs) to Iran, 
they\ would, in. turn, provide same to. the Afghan Mujahideen. The 
UvS. nide agreed to explore this possibility and, working with 
the Israelis, established the following mechanism for transfer of 
the weapons': 


I 


The Iranian intermediary 
in\an Israeli .account. 


The^^ Israelis would tri 



would deposit funds 




Using these \fundsV[ 


SOS 





obtain -.materiel 
stocks and 




authorized for trahsber from 0.&>. miiicar 
transport thia to Israel for onward movement to Iran, 

procedures stipulated above, funds were deposited | | 

account in (Geneva bn February II, 1986 and on February 14 
iWs were trans ported to Israel for pre-positioning. These 


1 * 

TOW 


1,000 ^ 

^TQWe were transferred / 

I t I tirangpor tea rnrou?^ 

using stanaara l 

Policy-level c^rdination xor zii 

j)L 




sa 


i logistics arzlAAd(^li0bts.~ 

arrangements was effected by 


NSC (North) with DOD (Armitage) I 1 . The TOWs y 

were placed in a covert Israeli facility awaiting onward shipment. 3 

On February 19-21, U.S. (NSC and CIA), Israeli and Iranian 
officials met in Germany to discuss problems in arranging a 
meeting among high er- level officials. At this meeting, the 
Iranians committed! _ _ . ^ 

f I coded autnorization 

was received from kasnington, ine u.:>. side agreed to provide 
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1,000 TOWS to Iran as a clear signal of U.S. sincerity. This 
delivery was conunenced on the morning of February 20 and completed 
in two transits to Tehran on February 21, Transportation from 
Israel to Iran was aboard a false flag Israeli aircraft. 


On February 24, O.S. (CIA and NSC) officials met again in 
Frankfurt with the Israeli and Iranian officials to discuss next 
steps. At this meeting, the U.S. side urged that the Iranians 
expedite a meeting among higher-level officials on both sides. 


On February 28, the Prime Minister of Israel wrote to President 
Reagan (Tab B) urging continued efforts to achieve a strategic 
breakthrough with Iran, but asking consideration for the safety 
of recently seized Israeli hostages. 

On March 7, U.S. (CIA and NSC) and Israeli representatives met 
with the Iranian intermediary in Paris to determine whether any 
further progress was possible in arranging for a high-level 
meeting with U.S. and Iranian officials. During these meetings, 
the intermediary emphasized the deteriorating economic situation 
in Iran and Iranian anxieties regarding increasing Iraqi military 
effectiveness. 

The escalation of tensions with Libya, leading up to the April 14 
strike, prevented further dialogue from taking place until the 
Iranians urged the intermediary (Ghorbanifar) to accelerate the 
effort in late April, 1986. At that point, the Iranian expatriate 
advised us through the Israeli point-of-contact that the 
leadership in Tehran was prepared to commence a secret dialogue 
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On My 6» If 198iS,r D.S. and Israeli officers met in London with 
the Iranian intermediary in which he urged that we take immediate 
steps to arrangis. fok a high-level U.S. /Iranian meeting in Tehran. 
I>urihg the London meeting, the Iranian urged that we (U.S. and 
Israel) take immediate steps to help with Iranian air defense. 

He emphasised that the Iraqi Air Force was increasingly effective 
of\ late, and that the Iranians were desperate to stop attacks on 
\population centers. The liir.a«lis slso used this opportunity to 
^priVatel^. ask the U.S. to replace the 508 TOWs which they had 
Sank to Iran in August ^ 1985.^^^^^ Israelis were informed via 
doded message on May IS that this U.S. had agreed to the Iranian 
request fok. limited anti-air defense equipment and to replenish 
the 50 8 TOWS sent by Israel. \ 


Baked on assurances that we could at last meet face-to-face with 
top-level Iraiiian officials, on May 15/ the President authorized 
a secret missibn to Tehran by former Matlnpai s^eur ttv Adviso r 
McFArlane, accokqpanied by a CIA anhuitant; 1 | 

members bf the NSC staff, and the Israeli and Iranian xnrerxocu- 
tors'v 


On Maiy through the Israelis provided $6.5M for 

deposit in 1 , | Thb funds were used 

to ac(^ire 508 TOW missiles (zor rcpAeniining the TOWs Israel 
shipped in September .1985) and acquiring HAWK missile ,AlAct£fi&ic 
apara parts. This material was subs^uently moved to| | 

I \ ~n and shipped to Kelly APB for o nward TM Vfliimrt to 

Mmy ^TT As in the February shipment . l_ Iprovlded 

I Tj support for the movement of this materiel to Israel. 


In order \to ensure operational security, the McParlane trip was 
made from Israel, coincident with the delivery of a pallet of 
spare parts for Iranian defensive weapons systems (HAWK spare 
electronic, parts). At the anenl f request of the Iranians, 
alias /^pfftnn^ntation I I — Obtained from the CIA — 

was used. | | transportation support from 

CONUS to Israel for tne fidF&FiBnB party. The group was 
transported from Israel to Tehran aboard an Israeli Air Force 707 
with false flag markings. 
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In the course of the four^day (May 25<-29) visit# lengthy meetings 
were held with high-level Iranian officials# the first direct 
contact between the two governments in over six years* Nr. 
McFarlane and his team were able to establish the basis for a 
continuing relationship and clearly articulate our objectives# 
concerns# and intentions* The group was also able to assess 
first hand the internal political dynamic in Tehran and the 
effect of the war which Iran clearly can jk> longer win* Using 

Presidentially approved Terms of Reference (Tab B) # which had 
been reviewed and approved by appropriate Cabinet officers# 
McFarlane emphasized that our interest in Iran transcended the 
hostages# but the continued detention of hostages by a Lebanese 
group philosophically aligned with Iran prevented progress* 

During the visit# Nr* McFarlane made clear t 

that we fundamentally opposed Iranian efforts to expel us 
from the Middle East; 

that we firmly opposed their use of terrorismi 

— that we accepted their revolution and did not seek to 
reverse it; 

— that we had ntunerous other disagreements involving regional 
policies (i.e*# Lebanon# Nicaragua# etc*)# but might also 
find areas of common interest (i*e*# Afghanistan and the 
Soviet threat to the Gulf) through dialogue* 

During these meetings# both sides used the opportunity to detail 
the obstacles to is^lementing a strategic relationship between 
the two countries. In addition to the points noted above# Mr* 
McFarlane emphasized the political problems caused by Iranian 
Involvement in the hostage issue. The Iranians objected to the 
US6 embargo on U*S* military supplies already paid for plus the 
continued USG blocking of Iranian assets in the D*8*# even after 
U*S* courts had ruled in their favor* During the course of these 
meetings# the Iranian officials admitted that they could not win 
the war# but were in a dilemma in Tehran over how to end the 
conflict given the need to present an Iranian "victory* before it 
could b9 concluded* They emphasized that the original aggressor# 
Saddam Hussein# must be removed from power in order for the war 
to end* Mr* McFarlane concluded the visit by summarizing that 
notwithstanding Iranian interest in carrying on with the dialogue* 
we could not proceed with further discussions in light of their 
unwillingness to exert the full weight of their Influence to 
cause the release of the Western hostages in Lebanon* 
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On June 10 » Majlis Spsaker Rafsanjanl, in a spaech in Tahran mada 
guardad rafaranca to Iranian intarast in improvad ralations with 
tha U.8< On July 26 » Fathar Lawranca Janco was ralaasad in tha 
Bakka Vallay and found his way to a Syrian military checkpoint. 

On August 3, tha remaining three pallets (lass than planeload) 
of electronic parts for Iranian anti-aircraft defenses (HAWK 
missile sub-components) arrived in Tahran. As in all flights 
to/ffom Iran this delivery was mada with an Israeli Air Force 
aircraft (707) using false flag markings.' Timing of tha delivery 
was baked on coordination vnong U.S., Israeli and Iranian 
\ officials. \ 

iii early August 1986 r tha contact with the Iranian expatriate 
began tp focus exclusively on the willingness of the US6 to 
ptoylde military assistance to Iraii in exchange for hostages and 
we sought to, establish different channels of communication which 
would lead ui, more directly to pragmatic and moderate elements in 
the iraniSn hierarachy. In mid-August, a private American 
citizen (n 6^ Richaid Secord, USAF [Ret.]) acting within the 
purviiw of the janu atv Covert Actio n Finding, m ade cont act in 
I I a relative I | of a 

(1) . With the asBis'CMC 


Euroi^ with 


senior Iranian ofg |i£ia.l (HafSih^ARi) . With the" AllilTfnce of the 




CIA, this Iranian 1 I was brought covertly to Washington for 
detailed discussions. We .judged this effort to be useful in 
establishing contact with a close confidant of the man judged to 
be the most Influential and pragmatic political figure in Iran 
(Rafsanjaiii) . These discussions reaffirmed the basic objectives 
of the U.S;. in seeking a political dialogue with Tehran. We also 
provided\ i rtV e l'yi ge n cjy designed to discourage an Iranian offensive 
and contribute to an Iranian decision to negotiate an end to the 
war. The\ intelligence also detailed the Soviet threat to Iran. 

\ J •. 0 • • •IT’ W 

Through August « Septeinber, and October 1986, numerous additional 
meetings were held in Europe between U.S. representatives and the 
new Iranian, contacts. During the October 26, 1986 meeting in 
Frankfurt, (^nSany, the U.S. side, as In the past, insisted that 
the release bf -tijha hostages was a pre-requisite to any progress. 
The Iranian. I \ i urged that we take a more aetlva rola 

in support for the Afghan re8iatance_| 


I'he Iranians also nso: 
Soviet T-72 tank LZ 


^/T7T. 




4 jjd_tKeU.S. accepted, the of far ^ of 

I The Iranians have also 

offered to provide a copy oi tne suu page interr ogati on of Beirut 
Station Chief William Buckley. At this meeting, stated that 
there was a *very good chance that another American or two would 
be freed soon.” On October 29, with U.S. acquiscence, Israel 
provided Iran with an additional increment of defensive weapons 
(500 TOW missiles) . 
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L«t« on Octobor 31 » l ... called the O.S. citizen 

(Hakim) talked to maintain contact and advised that Iran had 
"exercised its influence with the Lebanese” in order to obtain 
the release of an American ~ David Jacobsen and an uncertain 
number of French hostages. He further noted that this would be 
part of the purpose of the Iranian Foreign Minister's visitto 
Syria — an event we became aware of on November Ir 1986. I I 
stated that the situation in Tehran^ as well as Iranian influence 
over Hizballah were both deteriorating!/ I 

/ On November 

2, David Jacobsen was released by his captors near the old 
American Embassy compound in West Beirut. The U.S. Embassy in 
East Beirut inmiediately dispatched an embassy officer to West 
Beirut to pick up Mr. Jacobsen. 

It is now apparent that persistent U.S. efforts to establish 
contact with Iran and subsequent public speculation regarding 
these contacts have probably exacerbated the power struggle in 
Iran between pragmatic elements (led by Rafsanjanl) and more 
radical factions (under the overall sponsorship of Ayatollah 
Montazeri) . In late October# radical supporters (of Montazeri) 
revealed the (Rafsanjanl) contact with the USG and the terms of 
the contact. In order to defend himself against charges of 
colluding with the USG and to preserve a degree of latitude for 
both parties# Majlis Speaker Rafsanjanl provided a purposely 
distorted version of the May 1986 McFarlane mission in his 
November 4 address to the masses. Moderate Iranian political 
leaders apparently now feel constrained to settle their internal 
political problems before proceeding with the U.S. relationship. 
The revelations in Tehran regarding the McFarlane mission are 
demonstrable evidence of the internal power struggle. The 
October 1986 arrest of radical leader Mehdi Hashemi# a close 
confidant and son in-law of Ayatollah Montezari# for acts of 
terrorism and treason has caused further internal conflict. 

Resolution of the Lebanon hostage situation is also complicated 
by waning Iranian influence in Lebanon due in part to financial 
constraints and the fact that the Libyans are ypandino their 
contacts with more radical Hizballah elements. I 
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On November 7> the day after a meeting with U.S. officials, 
Iranian government authorities arrested six other individuals 
Involved in radical activities. Among the two were senior 
military officers and a Majlis deputy (Ahmad Kashanl), the 
grandson of Ayatollah Kashani, a conspirator in the 1949 attempt 
against the Shah. 


Despite these internal difficulties and attendant publicity in 
the Western media, the Iranians continue to maintain direct 
contact with the DS6 and met on Novembe r 9-10 

NSC end CIA re presentati ves. | | 

I I the ^o 

continue to communicate with the O-s. 


^princioax x: 




r 


made In the near future hv Rafasn-tani 


la j TOsit lve statemenf Mill_b< 


J“ Both\ 


J have warned that further 




disclosures could harm them personally and the longer-term 
interests of the two countries. 


It is important to note that since the initiation of the USG 
contact with Iran there has been no evidence of Iranian govern- 
ment conplicity in acts of terrorism against the U.S. We do not 
know who seized the last three American hostages in Beirut 
(Messrs. Reed, Cicippio, and Tracy). The Islamic Jihad 
Organization (I JO) has disclaimed responsibility — as have our 
Iranian intar loeuters. I I 

.......... I 

I I It is possible that these three 

Americans were kidnapped ai the direction of Iranian radicals 
loyal to the now iaprisoned Mehdi Hasheini. If so, this could be 
an effort to undermine the nascent U.S. -Iranian strategic 
dialogue and exacerbate the internal Iranian power struggle 
against the pragmatic faction with which we have been in contact. 


Throughout this process, the USG has acted within the limits of 
established policy and in compliance with all U.S. law. The 
shipment of 2,008 U.S. TOWs and 235 HAWK missile electronic spare 
parts was underta)cen within the provisions of a Covert Action 
Finding. 
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During the course of this operation — and before — the U.S. was 
cognizant of only ;kwo" shipments from Israel to Iran, Specificallyj 

jb U.1- 

— The Israelis acknowledged the August 1985 shipment of 508 
TOWS after it had taken place. Until we were advised by the 
Israelis, and had the information subsequently confirmed by 
Iranian authorities, we were unaware of the composition of 
the shipment. We subseguently acreed to replace these TOWs 
in May of 1986. 

— The November 1985 shipment of 18 Israeli HAWK missiles was 
not an authorized exception to policy. This shipment was 
tei:rieved in February 1986 as a consequence of U.S. 
intervention. 

The October 1986 shipment of 500 TOWs from Israel to Iran 
was undertaken with U.S. acquiescence. These TOWs were 
replaced on November 7. 

\ In\ support of thi s Finding and at the direction of the President, 
j |the following operat ional assistance t 

— t /bank accounts~jor financial transactions. 


-\ t 


J transhipment point for the dispatch of U.S. 


military items from the U.S. 

Transhipment of military items from the U.S. to Israel. 


lintelligence support for the meetings 


wicn ir&AlAn OEIlClals and the McFarlane trip to Tehran in 
May. 

Cleared meeting sites in Europe for meetings with Iranian 
officials. 

Ali<rs documentation for U.S. and foreign officials for 
meetings in Europe and Tehran. 


The weapons and materiel provided under this program were judged 
to be inadequate to alter either the balance of military power or 
the outcome of the war with Iraq. They have, however, demonstrated 
the U.S. commitment to Iranian territorial integrity and served 
to support those in Iran Interested in opening a strategic 
relationship with the U.S. U.S, efforts over the last 18 months 
have had tangible results on Iranian policy: 

The Rafsanjani/Velayati Intervention on behalf of the TWA 
#847 passengers (June 1985). 

-- Iranian direction that the hijacked Pan Am #73 would not be 
received in Iranian territory if * *.eft Karachi. 
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— Th« release of three American and at least two French 
hostages • 

The initiation of an Iranian dialogue with their regional 
neighbors. 

— Continued delay in the Iranian "final offensive." 

Finally, it must also be noted that the U.S. arms embargo 
notwithstanding. West European nations have provided $500 million 
a year in military equipment to Iran. Most of these transfers 
were accomplished with government knowledge and/or acquiescence. 

All appropriate Cabinet Officers have been apprised throughout. 
The Congress was not briefed on the covert action Finding due to 
the extraordinary sensitivity of our Iranian contacts and the 
potential consequences for our strategic position in Southwest 
Asia. Finally, our efforts to achieve the release of the 
hostages in Lebanon must continue to rely on discreet contacts 
and intermediaries who cannot perform if they are revealed. 
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From tht tarliest months following the Islamic revolution in 
Iran, the U.S. Government has attempted to reestablish official 
contact with that government in order to discuss strategic 
developments in that critical part of the world and to try and 
reestablish a constructive working relationship. Even before 
President Reagarh came to office the U.S. Government agreed to 
expand security, economic, political, and intelligence 
relationships at a pace acceptable to Tehran. In the fall of 
1979, the U.S. undertook three secret missions to Tehran: 



When these meetings and the secret November 1, 1979 meeting in 
Algiers, between Brzezinski and Prime Minister Bazargan, became 
public in Iran, they precipitated the takeover of the U.S. 

Qnbassy by radical elements and led to the resignation of the 
Bazargan government. These events have adversely influenced 
Iran's subsequent willingness to engage in any direct contact 
with the USG. 

Despite mutual difficulties Involved in re-establishing normal 
relations, our strategic interests in the Peniw^n Gulf mandate 
persistent efforts on our part to try to establish a dialogue. 

In this regard, it is notable that only a few major countries 
do not have relations with Iran -- Egypt, Jordan, Morocco, 

Israel, South Africa, and the United States. Even Iraq continues 
to have diplomatic relations with Iran. 

Iran, the key to a region of vital importance to the west, is 
increasingly threatened by growing Soviet military and political 
Influence along its borders and Inside its territory. Over the 
course of the last two years, the Soviets and their surrogates 
have moved actively to gain influence in the Gulf: 

— The Soviets believe that once Khomeini dies, they will have 
an excellent opportunity to influence the formation of a 
government in Tehran which serves Soviet strategic ^interests 


in the area* 
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Convnunitt nations have becone principal arms suppliers to 
Iran •- making Iran 'dependent on this source of supply in 
contending with an increasingly threatening Iraq. This 
leads us to the conclusion that the Soviets may well be 
attempting to pursue their own revolution in Iran. That is, 
by fueling both sides in the conflict, the Soviets could 
well encourage a disastrous *final offensive* by Iran that 
would precipitate a political disintegration in Iran, 
leaving a power vacuum which the Soviets could exploit. 
Specifically, the Communist influence in Iran stems ffom; 



increasing desperation brought 
war has exacerbated Iran's vulnerability to Soviet influence. 
Moreover, Soviet designs in Afghanistan, pressure on Pakistan, 
and actual crossborder strikes in Iran from Afghanistan have made 
reopening a strategic dialogue Increasingly important. 
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In ihort# th« Soviets wsrs far better positioned to significantly 
improve their influence in the region m 1915 when we were 
presented with an opportunity to open a dialogue with Iran. In 
deciding to exploit this opening, we evaluated previous efforts 
through more conventional channels which had not succeeded. 


Since 1983, various countries have made overtures to the U.S. anH 
Iran in an effort to stimulate direct_c_ontact . * 

I About two years ago, senior Iranian officials 
apparently decided that some accommodation with the U.S. was 
necessary. However, internal splits and debates made it difficult 
for them to respond to these overtures. 


Numerous individuals and private parties have likewise attempted 
to be helpful as intermediaries in establishing contact in Iran 



In 1985, a private American citizen (Michael Ledeen) was 
approached by a representative of the Israeli government (David 
Ximche) , who reported that they had established a liaison 
relationship with an Iranian expatriate (Manuchehr Ghorbanifar) 
in Europe who sought Israeli help in establishing contact with 
the U.S. Government. In acknowledging the need to demonstrate 
the bonafides of the officials involved, he (Ghorbanifar) 
indicated that his 'sponsors* in Tehran could also help to 
resolve the American hostage situation in Beirut. 


4 




fN. 




The Israelis analysed this intermediary's background exhaustively 
in order to validate his legitimacy. This analysis led them to 
have extremely high confidence in his standing and genuine 
relationship to the highest Iranian officials. Based in large 
part upon the Israeli evaluation and in recognition of the clear 
O.S. interest In a dialogue that might, over time, lead to the 
moderation of Iranian policies, the U.S. established an Indirect 
contact with the Iranian intermediary in mid*1985, through the 
private U.S, eitisen and a senior Israeli official. These 
contacts were established through the National Security Council 
staff with the full knowledge of appropriate Cabinet officers. 
Frott the very first meeting with the Israelis and the Iranian, it 
was emphasised that the USG could not proceed with direct contact 
unless Iran renounced terrorism as an instrument of state policy. 
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In Jun« of 1985, in th« midit of th« TWA-147 hijacking, tha 
Israeli officials in dirtct contact with tha Iranian axpatrlata 
askad him to use his influanca with senior Iranian officials to 
obtain the release of tha hijacked passengers. Two days after 
this approach, four Americans held separately from the rest of 
the hijacked fl^ssengers were f raad..Aad^.tar ned over to Syr ian 
authorities. j 1 i s 

Speaker Raf saff^nlTwho was travelling in the mid-eas^at tha 
time, and Iranian Foreign Minister Valayati both intervened with 
the captors. Rafsanjani, in his speech on November 4 , 1986, for 
the first tiae pubK cl^ acknowledged his role in this matter. 

In (September of l^S^ the Israelis advised that they were close 
to ac hievin g s -tffaaAthrough in their contact with Iran and would 
proceed unless we objected. It is important to note that the 
U.S. had long been kware of Israeli efforts to maintain discreet 
contact with Iran amd to provide Iran with assistance in its war 
with Iraq. Despite long-term U.S. efforts to convince the 
/ Israelis to desisti Israel continued to provide limited military 
I and industrial tec^ology to Iran. The USG judged that the 
I Israelis would pecsist in these secret deliveries, despite our 
objections, because they believed it to be in their strategic 
^^^terests. 

On August 22, 1985, the U.S., through the U.S. citizenr inter- 
mediary, acquiesed in an Israeli delivery of military supplies 
(508 TOWs) to Tehran. We were subsequently informed that the 
delivery had taken place at the end of August, though we were not 
aware of the shipment at the time it was made. U.S. acquiescence 
in this Israeli operation was based on a decision at the highest 
level to exploit existing Israeli channels with Tehran in an 
' effort to establish an American strategic dialogue with the 
Iranian government. 

On September 14, 1985, Reverend Benja^n Weir was released in 
Beirut by the Islamic Jihad Organisation. This release was 
preceded by an intense effort on the part of Hr. Terry waite, the 
Special Emissary of the Archbishop of Canterbury. To this date, 
Mr. Waite remains the onl y. West erner to ever meet directl 
the Lebanese kidnap pers. 


On October 4, 1985, Islamic Jihad announced that it had *executed* 
Beirut Station Chief William Buckley in retaliation for the 
October 1 Israeli air raid on FIO installations in Tunis. This 
announcement led to a series of meetings in Europe among tha U.S. 
(CIA and NSC), Israeli, and Iranian intarmediarias. In thasa 
meatings, the Iranians indicatad that, while their ability to 
influence the Risballah waa waning, tha Rizballah had not killad 
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Bueklty; h« had in fact diad tavtril months aarliar of natural 
eausts. W« hava tinea subttantiatad thit information in debriefs 
of Fathar Janco and David Jacobsen, both of whom indicate that 
BucKIay probably diad on June 3, 1915 of pnaumonia-llkc symptoms. 

Xn lata Novambar 1915, the Itraalis, responding to urgent 
entreaties from the Iranians, provided II basic BAWX aissiles to 
Iran in order to improve the static defenses around Tehran. The 
Israeli delivery of HAWK sUssiles raised O.S. concerns that we 
could well be creating misunderstandings in Tehran and thereby 
jeopardising our objective of arranging a direct meeting with 
high-level Iranian officials. These missiles were subseguently 
returned to Israel in February 1911, with O.S. assistance. On 
Oecemoer €-1, 1915, the National Security Advisor met (in London) 
with the Israeli official and the Iranian contact to make clear 
the nature of our interest in a dialogue with Iran. At this 
meeting, Mr. McFarlane stated that our goals were as follows: 

* Devising a formula for re-establishing a strategic 
relationship with Tehran. 

• Ending the Iran-Iraq War on honorable terms. 

- Convincing Iran to cease its support for terrorism and 

radical subversion. 


Helping ensure the territorial integrity of Iran and 
coordinating ways in which we might counter Soviet 
activities in the region. 


Mr* McFarlane made clear that a Western dialogue with Iran would 
be precluded unless Iran was willing to use its influence to 
achieve the release of Western hostages in Beirut. He also made 
clear that we could not and would not engage in trading arms for 
hostages. 

On January^^ 1911, the President approved a covert action 
Finding directing that the intelligence convnunity proceed with 
special activities aimed at accomplishing the goals set forth 
above. In accord with extant statutes, the Pres^der^t directed 
that the Director of Central Intelligence r e f r a fn^ fr^ reporting 
the Finding to the appropriate committees of the Congress until 
reasonably sure that the lives of those carrying out the 
operation (both U.S. and foreign) would not be in jeopardy. 


On February 5*7# O.S. officials (NSC and CIAl 
representative of the Israeli Prime Ministry 
senior-level Iranian official 




ti 
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C«m»ny. At this Meting, the Irenient egrced 

that, if the USG would provide TOW weapons to Iran, they would, 
in turn, provide same to the Afghan Mujahideen. The U.S. agreed 
to explore this possibility and, working with the Israelis, 
established the following mechanism for transfer of the weapons; 


The Iranian intermediary (Ghorbanifar) would deposit funds 
in an Israeli account. 


— The Israelis would transfer funds to a sterile U.S.- 
controlled account in an overseas bank. 

— Using these funds, the CIA would covertly obtain materiel 
authorized for trartsfer from O.S. military stocks and 
transport this to Israel for onward movement to Iran. 

Using the procedures stipulated above, funds were deposited in 
the CIA account in Geneva on February 11, 1986 and on February 14 
1,000 TOWS were transported to Israel for pre-positioning. The 
TOWS were off-loaded and placed in a covert Israeli facility. 

On February 19-21, U.S. and Iranian officials (NSC and CIA) met 
again in Germany to discuss problems in arranging a meeting among 
higher-level officials. At this meeting, the U.S. side agreed to 
provide 1,000 TCWs to Iran as a clear signal of U.S. sincerity. 
This delivery was commenced on the morning of February 20 and 
completed in two transits to Tehran on February 21. 


On March 7, U.S. (CIA and NSC) and Israeli representatives met 
with the Iranian intermediary in Paris to determine whether iny 
further progress was possible in arranging for a high-level 
meeting with U.S. and Iranian officials. During these meetings, 
the intermediary emphasized the deteriorating economic situation 
in Iran and Iranian anxieties regarding increasing Iraqi military 
effectiveness. 



The escalation of tensions with Libya, leading up to the April 14 
strike, prevented further dialogue from taking place until the 
Iranians urged the intermediary (Ghorbanifar) to accelerate 
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•ffort in lats April, 19l(. At thjt point, tht Xrtnian tvp«tri 4 te 
advlstd us thst th« Issdsrship in Tshrsn wss prspsrsd to eommsnct 
a sscret dialogue with tha Unlttd States along the lines of our 
esteblished goals. We believe that the Iranians were stimulated 
to rene w,..She_jcontact by the Apr il 17 nurder of hostage Peter 
Kilburn ^BBBBBMMMMi^M.in retaliation for the U.s. r aid 
on Libya. 


Iranian expatriate told the NSC and CIA officers, ^hoTe^flth 
him in Europe at the end of April, that the Iranians 414 not wish 
to be accused of any culpability in Kilburn's death. 



Based on assurances that we could at last meet face-to«face with 
top-level Iranian officials, on Hay IS, the President authorized 
a secret mission to Tehcan by former National Security Advise»r 
McFarlane, accompanied by a CIA annuitant, CIA communicat jrs , 
members of the NSC staff, and the Israeli and Iranian ine*ris<.u- 
tors . In order to ensure operational security, the trip was made 
from Israel, coincident with the delivery of a pallet of spare 
parts for Iranian defensive weapons systems <BAWE spare electronic 
parts). At th^^pe^fic request of the Iranians, alias foreign 
documentation was obtained from the CIA. 


In the course of the four-day (May 25-29) visit, lengthy meetings 
were held with high-level Iranian officials, the first direct 
contact between the two governments in over six years. Mr. 
McFarlane and his team were able to establish the basis for a 
continuing relationship and clearly articulate our objectives, 
concerns, and intentions. The group was also able to assess 
first hand the internal political dynamic in Tehran and the 
effect of the war which Iran clearly can no longer win. using 
Presldentially approved Terms of Peference (Tab A), which had 
been reviewed and approved by appropriate Cabinet officers, 
McFarlane emphasized that our interest in Iran transcended the 
hostages, but the continued detention of hostages by a Lebanese 
group philosophically aligned with Iran prevented progress. 

During the visit, Mr. McFarlane made clear: 


that we fundamentally opposed Iranian efforts to expel us 
from the Middle Basti 


— that we firmly opposed their use of terroriami 
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— that VC accepted their revolution and did'not leck to 
reverse it; 

— that we had numerous other disagreements involving regional 
policies (i.e., Lebanoni Nicaragua r ate .) i but might also 
find areas of coiranon interest (i.e.« Afghanistan) through 
dialogue. 

During these meetings, both sides used the opportunity to detail 
the obstacles to implementing a strategic relationship between 
the two countries, in addition to the points noted above. Hr. 
HcFarlane emphasized the political problems caused by Iranian 
involvement in the hostage issue. The Iranians objected to the 
USG embargo on U.S. military supplies already paid for plus the 
continued USG blociring of Iranian assets in the U.S., even after 
U.S. courts had ruled in their favor. During the course of these 
meetings, the Iranian officials admitted that they could not win 
the war, but were in a dilemma in Tehran over how to end the 
conflict given the need to present an Iranian ‘victory* before it 
could be concluded. They emphasized that the original aggressor, 
Saddam Hussein, must be removed from power in order for the war 
to end. Mr. HcFarlane concluded the visit by summarizing that 
notwithstanding Iranian interest in carrying on with the dialogue, 
we could not proceed with further discussions in light of their 
unwillingness to exert the full weight of their influence to 
cause the release of the hostages. 

On June 10, Majlis Speaker Rafsanjani, in a speech in Tehran made 
guarded reference to Iranian interest in improved relations with 
the U.S. On July 26, father Lawrence Jenco was released in the 
Bekka Valley and found his way to a Syrian military checkpoint. 

On August 3, three pallets (less than H planeload) of electronic 
parts for Iranian anti-aircraft defenses (HAWK missile sub- 
components) arrived in Tehran (from Israel). 

In early August 1986, the contact with the Iranian expatriate 
began to focus exclusively on the willingness of the USG to 
provide nilitary assistance to Iran in exchange for hostages and 
we sought to establish different channels of consnunicatlon which 
would lead us more directly to pragmatic and moderate elements in 
the Iranian hierarachy. In mid-August, a private American 
citizen (MGEN Richard Secord, USAF [Ret.]) acting within the 
purview of t he January Covert Action finding, mad^cor^ct in 
Europe with rclativ^^mPl^^of 

senior Iranian of ficial (Rsfsanjah^i) . with the assistance of the 
CZA, this Iranian lilM was brought covertly to Washington for 
detailed discussions^^We judged this effort, to be useful in 
establishing contact with a close confidant of the man judged to 
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hm th« nett influential and pra^aatic political figure In Iran 
(Kef sanjani) . Theie discuttions reaffirmed the basic objectives 
of the U.S. in seeking a political dialogue with Tehran, we also 
provided intelligence designed to discourage an Iranian offensive 
and contribute to an Iranian decision to negotiate an end to the 
war. 


Through August, September # and October 198(, numerous additional 
meetings were held in Europe between U.S. representatives and the 
new and Iranian contacts. During the October 26, 1986 meeting in 
Frankfurt, Germany, the U.S. side, as in the past, insisted that 
the release of the hostages was a pre*reguisite to any progress. 
The Iranian urged th at we take a wor^ctive rei* 

in support for the A fghd^T^es istancoi 

The Iranians also proffered, and t^eJL S. accepted, the of 

a Soviet T-72 tank^m^HBBfmMjH At this meeting, 

stated that there Wsa^very goodchance that another American 
or two would be reed soon.* On October 29, with U.S. acquiscence, 
Israel provided Iran with an additional increment (500 TOW 
missiles) of these defensive weapons. 

Late on October 31 ,H^Hmm^H||^^^alled the 
.^(Hakim) tasked to maintain contac^andadvised that Iran had 
'exercised its influence with the Lebanese* in order to obtain 

the release of American -- David Jacobsen •• and an uncertain 

number of French hostages. Be further noted that this was part 
Q^th9 purpose of the Iranian Foreign Minister's visit to Syria. 
■Bl stated that the situation in Tehran, as well as Iran ian 
influence over Bisballah were both deteriorating;! 


On November 

David Jacobsenwasdriven to a point near the old American 
Embassy compound in west Beirut. The U.S. Embassy in East Beirut 
iimediately dispatched an embassy officer to west Beirut to pick 
up Mr. Jacobsen. 

It is now apparent that persistent U.S. efforts to establish 
contact with Iran have probably exacerbated the power struggle in 
Iran between pragmatic elements (led by Aafsanjani) and more 
radical factions (under the overall sponsorship of Ayatollah 
Montaseri). In late October, radical supporters (of Montaieri) 
revealed the (Xafsanjani) contact with the USG and the terms of 
the contact. In order to defend himself against charges of 
colluding with the USG and to preserve a degree of latitude for 
both parties, Majlis Speaker Bafsaejani provided a highly 
fabricated version of the May 1986 HcFarlane mission in his 
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Novtmbcr 4 address to the masses. Moderate Iranian political 
leaders apparently now feel constrained to settle their internal 
political problems before proceeding with the U.S. relationship. 
The revelations in Tehran regarding the McFarlane mission are 
demonstrable evidence of the internal power struggle. The 
October 19lfi arrest of radical leader Mehdi Hashemi, a close 
confidant nnd son in-law of Aytollah Montezari, for acts of 
terrorism and treason has .cauaed further internal conflict. 
Resolution of the Lebanon hostage situation is also complicated 
by waning Iranian influence in Lebanon due in part to financial 
constraints and the fact that the Libyans are expanding thei r 
contacts with more radical Hizballah elements. 



Despite these internal difficulties and 
attendant publicity in the Western media^ the Iranians continue 
to maintain direct contact with the USC and met aga in in Gene va: 
on Hovember 9-10 with WSC and CIA representatives. 


It is important to note that since the initiation of the USG 
contact with Iran there has been no evidence of Iranian govern- 
ment complicity in acts of terrorism against the U.S. We believe 
that the September-October kidnappings of Messers. Reed» Cicippio. 
and Tracy were undertaken in an effort to undermine the nascent 
U.S.-Iranian strategic dialogue and exacerbate the Internal 
Iranian power struggle^ agai nst the moderate faction wi th which we 
have been In contact. ^ 


Contrary to speculative reports that these hostages 
were *taken in order to stimulate the acquisition of more arms, 
they were most likely captured in order to prevent the very 
rapproachment with Iran we are seeking. 
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Throughout this procoss* th# USC has setsd within tht limits of 
•stAblishcd policy and in complisnes with «ll U.S. l«w. Th« 
shipment of 2,008 TOWs end 23S HAvnc missile perts was undertaken 
under the provisions of a covert action Finding. 

In support of this Finding and at the direction of the President, 
the CZA provided the following operational assistance: 

— Sterile overseas bank accounts for financial transactions'. 

— A secure transhipment point for the dispatch of U.S. 
military items from the U.S. 

— Transhipment of military items from the U.S. to Israel. 

Communications and intelligence support for the meetings 
with Iranian officials and the HcFarlane trip to Tehran in 
May. 

— Cleared meeting sites in Europe for meetings with Iranian 
officials. 

-- Alias documentation for U.S. and foreign officials for 
meetings in Europe and Tehran. 


The weapons and materiel provided under this program are in no 
way adequate to alter the balance of military powe ^nor the 
outcome of the war wi th Iraq. They have, however, ! 

_ "^d emonstrated thT U.S, comnit- 

ment to Iranian territorial integrTty . Further, U.S. efforts 
over the last II months have had tangible results on Iranian 
policy: 


The flaf san jani/Velayati intervention on behalf of the TWA 
fl47 pessengers (June 198$). 


Iranien direction that the hijacked Pan Am |73 could not 
leave Karachi for Iranian territory. 



— The release of three American and two French hostages. 

It should also be noted that the U.S. arms embargo notwithstand*^ 
ing. Neat European nations have provided $500 million a year in 
military equipment to Iran. Most of these transfers were accom- 
plished with government knowledge and/or acquiescence. 
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Exhibit 55 



rroiii th« tarlltttt nontht following th« Xtltmie rtvolution in 
Zr«n« ch« U.S. Govtrrun^nc hat atttmptad to rttstabllth official 
contact with that 90vcrninant in order to ditcuts ttratccic 
dovolopnentt in that critical part of the world and to try and 
roostabliah a cenatnictive wori(in9 ralationthlp. Cvan bafort 
Proaidant P«a9an came to office the U.S. Coverrunent a9re«d to 
expand security, economic, political, and intolli9tnce 
relationships at a pace acceptable to Tehran. In the fall of 
If 79, the U.S. undertook three secret aitsions to Tehran t 



When these meetin9s and the secret November 1, 1979 meetinq in 
Al9iers, between Brxesinski and Prime Minister 9atar9an, became 
public in Iran, they precipitated the takeover of the U.S. 
Ebtbassy by radical elements and led to the resi9nation of the 
Baxar9an 90vernnent. These events have adversely influenced 
Iran's subsequent willin9ness to en9a9e in any direct contact 
with the use. 


Despite mutual difficulties involved in re<-efteblishin9 normal 
relations, our strateqic interests in the Pertian Culf aandate 
persistent efforts on our part to try to establish a dialo9ue. 

In this re9ard, it is notable that only a few major countries 
do not have relations with Iran •- Cqypt* Jordan, Morocco, 

'Israel, South Africa, and the United States. Even Iraq continues 
to have diplooiatic relations with Iran. 


Iran, tho key to a reqion of vital importance to the west, is 
increaslnqly threatened by qrovinq Soviet military and pci It Lea I 
influence alone its borders and inside its territory. Over the 
course of tho last two years, the Soviets and their surroqates 
have stoved actively to ^aln influence ^ the Gulfs 

— The Soviets believe that once KhMini dies, they will have 
an excellent opportunity to influence the formation of a 
eevernMnt in Tehran which serves Soviet stratecie .interests 
in the area* 
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CofiMunitt nations hav« bfcona principal arms suppUars to 
Iran — making Iran 'dopandont on this source o< supply in 
contending with an increasingly threatening Iraq. This 
leads us to the eonclusien that the Soviets may wall be 
attempting to pursue their own revolution in Iran. That is, 
by fueling both sides in the conflict « the Soviets could 
well encourage a disastrous 'final offensive* by Iran that 
would precipitate a political disintegration in Iran, 
leaving a power vacuum which the Soviets could exploit. 
Specifically, the Communist influence in Iran stems from* 



war has exacerbated Xran'a vulnerability to Soviet influence. 
Moreover, Soviet designs in Afghanistan, pressure on Pakistan, 
and actual eressborder strihes in Iran from Afghanistan have made 
reopening a strategic dialogue increasingly important. 
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2a ihort# tllA Soviets wore far hotter positioned to ilenifieaii.i^ 
ioprovo their influence in the region m ISIS vhen ve vert ^ 
presented with en opportunity to open a dislopue with Iran, in 
deeidinp to exploit this openinf, we evaluated previous efforts 
throueh nore conventional channels which had not succeeded. 

Since Ifll# various countries have aade overtures to the u s mmA 
Iran in an effort to stimulate^direct con tact 

T — iJAbou^woyearneo^eniQ^raniei^ffffff^ 
apparently decided that some accocModation with the u.s. v«s 
necessary. However* internal splits and dehates made it dif'ieui* 
for theai to respond to these overtures. ^ 

Numerous Individuals and private parties have likewise attempted 
to bo helpful as intermediaries in establlsninp contact in Iran 
or in seeking Iranian as sistance in the release of our citit ene 
held hostace in Lebanon,^ — 



I In 19SS. a private American citisen (Michael Ledeen) was 
I approached by a representative of the Israeli povernment (David 1 
I Himche) , who reported that they had established a liaiten j 

relationship with an Iranian expatriate (Manuehehr Chorbanifar) 
in Europe who aoupht Israeli help in establishing contact with 
the O.S. Government. In acknowledging the need to demonstrate 
the bonafides of the officials involved* he (Chorbanifar) 
indicated that his * sponsors* in Tehran could also help to 
resolve the American hostage situation in leirut. 

The Israelis analysed this intermediary's background exhaustively 
in order to validate his legitimacy. This analysis led them to 
have entremely high confidence in his standing and genuine 
relationship to the highest Iranian officials. Sased in targe 
part upon tne Xsraeli evaluation and in recognition of the clear 
O.t. interest in a dialogue that might* over time* lead to the 
moderation of Iranian policies* the U.S. established an indirect 
contact with tho Iranian intermediary in mid- ISIS* through the 
private U.S. citisen and s senior Isrseli official. These 
contacts wars established through tho National Security Council 
. \i^ ataff with tho full knowlodga of approprlata Cabinet officers. 

^ From tho vary first meeting with the Xsreelis and tha Iranian* l 
^ was tmphasisad that tha USG could not proceed with direct contac 
^ unlasa Iran ranouncad tarroriim as an instrument of state policy 
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Xn June of 19iS, in th« midst of tho XVA-94 7 Mjsekln^, tht 
isrtoli offieislt in dlroet eontset with tho Irsnltn «xp«tri«t« 
4Sk«d him to uto his influonet with tonior Zrinisn officisU to 
ebtsin tho rolosss of tho hijseksd potssn^ors. Two dsyt sfttr 
this spprooehf four Amor icons hold soporotoly from tho rstt of 
tho hijockod aAjsonqors wort frood..And..AMXh*d to Syr ian 

outhoritios. 

Sposkor kof solfJlnTrwhowsstrovoTlin^iirthomld-oos^ot tho 
tlrno# ond Xronion foroi^n Kinistor Voloyoti both intorvonod with 
tho eoptors. Rofsonjoni, in his fpooeh on Novoaber 4, 19 i(, for 
tho first timo publicly oeknowiod^od his rolo in this motttr. 






Xn (fdptombor of tho Xsroolis odvisod thot thoy woro eloso 

to Rhiowinf o bfo^throu^h in thoir eontsot with Xron ond would 
procsod unloss wo ob joe tod. Xt it isiportont to noto thot tho 
U.S. hod leny boon kworo or Isrooli of forts to aointoin ditcroot 
eontoet with Xron ajnd to provide Iron with otsistoneo in its wor 

( with Iroq. Oospito lonf^tora 0.9. efforts to eonvinco tho 
Xsroolis to desist/ Is roe I continued to provide limited mllitory 
ond industriol tee^olo^y to Iron. The USC judged thot the 
Xsroolis would persist in these secret dolivories, despite our 
objections. boeouSe they believed It to bo in thoir strote<gic 

On August 22. 199S. tho U.S.. through tho U.S. citizen inter* 
modiory. ocquiosed in on Zsroeli delivery of mllitory supplies 
> (SOI TOWS) to Tehron. Wo were subsequently informed thot the 
delivery hod token ploco ot the end of August, though we were not 
oworo of tho shipment ot tho time it wos mode. O.S. ocguiescence 
in this Isrooli oporotion wos bosed on o decision ot tho highest 
. level to exploit existing Isrooli ehonnols with Tehron in on i 
) effort to ootoblish oa Aiokicoa strotogic diologuo with the 'T / 
/Lxrtnion gevoriUMiiA. .. ^ - — * 

On Soptoabor 14. 199S. Reverend ionjomTn Weir wos released in 
Beirut by tho Xslomie Uihod Orgonlsotion. This release was 
procodod by on intense effort on the port of Hr, Terry walte. the 
Spoeiol bilssory of tho Archbishop of Canterbury. To this date. 
Kr* tfsito romolns tho only westerner to over meet directly with 
the Lobonoso k i dnappers. 


On October 4. 1995. Xslomie Jlhod announced thot it hod *executed* 
Beirut Stotien Chief Willioa Buckley in rotoliotton for the 
October I Xsrsoli sir rsid on PI^ instollotions in Tunis. This 
oAAOuneomoAt led to s series of aootings in Europe omong the U.S. 
(CXA ond MSC). Xsrsoli. ond Xronion intsrvodiories. In these 
mootings, tho Xrsnions indicated thot. while thoir ability to 
inflttsneo tho Risbslloh wos waning, the Ritbslloh hod not kimd 
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igckltyi h« had la fact diad aavaral moatha aarliar of natural 
eauaas. Wa hava tinea tubttanelatad this information in dabrlaft 
of fathar Janeo and David Jaeobtan, both of whom Indicate that 
iucklay probably diad on Juno 3. IfIS of pnauiaonla-Ilke tymptoma. 

Xn lata Novaaibar 1919, tha Xaraallt, ratpondln^ to urgent 
antraatlaa froai tha Zranlana* provldad II baale BANK aiaallet to 
Iran In ordor to laprova tha atatle dafanaas around Tehran. The 
Xoraall dallvary of HA»#X oitallaj raitad O.S. cencarna that we 
could wall bo eraatlnd mlaundarttandlnda In Tehran and thereby 
jaopardlslnp our eb)aetlva of arranplnf a direct oaatlno with 
hldh- level Xranlan offlciala. Thaaa aiatllaa vara •ubta^ently 
returned to Xaraal In rabruary 1911 » with O.S. aaalttance. On 
Ooeamoar 1*1, 19IS. tha National Security Adviaor mat lln London) 
with the Xaraall official and tha Iranian contact to eia)(e clear 
tha nature of our Intaraat In a dialogue with Xran. At thlt 
moating, Mr* McFarlana Itatad thgt our goals were as followai 

- Devising a formula for ra-astabllsh^ a strategic 
ralatlonahlp with Tehran. 


Ending tha Zran*Irag War on honorable terms. 

Convincing Xran to cease Its support for terrorism and 
radical aubvarslon. % 

lalping ensure tha territorial Integrity of Xran and 
eoordinatlne ways in which we might counter Soviet 
activities in tha region. 


Mr. Mcfarlane made clear that a western dialogue with Xran would 
be precluded 'ttAless XriM VOS viiling to use its influence to 
achieve the release of western hostages in Seirut. Me also made 
clear that we could not and would not engage in trading arms Xor 
hostages. 

On January^t llll* the President approved a covert action 
rindlne directing that the intelligence community proceed with 
special activities aimed at accomplishing the goals set forth 
above. Xn accord with extant statutes, the Treslde^ directed 
that the Director of Central Intelligence s e fr a f ayfftts reporting 
the rinding to the appropriate eospittees of tho Congress until, 
reasonably sura that tho iivas of theao carrying out tha 
eporation (both 0.9. and foraigni would not bo in jaopardy. 


On robruary S*7« O.S. offieiola (MK and CXA 
ropraaontativo of tho Xaraoii Prlmo Minie try 
aonlor*lovol Iranian official , 






9«CMny. At this M«tln9« ^f^niTnt^^rTST 
tiuiTlith* use vould provide TOM ve«pont to Iren, they %ould, 
in turn, provide ««ne to the Af^hen Mujahideen. The u.S. agreed 
to explore this potalbility and, vortin^ with the Israelii, 
ettablithed the follovinq mechanise for transfer of the weapons: 


The Iranian intermediary (Gherbanifar) would deposit funds 
in an Israeli account. 

The Xaraelis would transfer funds to a sterile U.S.* 
controlled account in an overseas banX. 


Using these funds, the CIA would covertly obtain materiel 
authorised for transfer Croe 0.$. military stocks and 
transport this to Israel for onward movement to Iran. 


Using the procedures stipulated above, funds were deposited in 
the CIA account in Geneva on February 11, 19I< and on February 14 
1,000 TOMs were transported to Israel for pre«positioning. The 
TOWS were off*leaded and placed in a covert Israeli facility. 

On February 19*21, U.S. and Iranian officials (NSC and CIA) -'met 
again in Germany to discuss problems in arranging a meeting among 
higher-level officials. At this meeting, the U.S. side agreed to 
provide 1,000 TOWs to Iran as a clear signal of U.S. sincer ity. 
This delivery was commenced on the morning of February 20 and 
completed in two transits to Tehran on February 31. 


On March 7, U.S. fCiA and NSC) and Israeli representatives met 
with the Iranian intermediary in laris to determine whether my 
further progress was possible in arranging for a high-level 
meeting with U.S. and Iranian officials. During these meetings, 
the intermediary emphasised the deteriorating economic situation 
in Iran and Iranian anxieties regarding increasing Iraqi military 
effectiveness. 



The escalation of tensione with Libya, leading up to the April 
strike, prevented further dialogue from ta)ting place until the 
Iranians urged the intermediary (Gherbanifar) to accelerate 
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•f fort in latr Xprll, 19l<. At tlut point, tht Iranian an 4 trl 4 tt 
•dviaad ua that tha laadarthip in Tahran waa praparad to eemmanct 
a aacrat dialegua with tha Unitad Stataa alon^ tha linas of our 
aatabliahad ^eala. Ha baliava that tha Xraniana wara atimulatad 
to rana w.^i|o_contact by tha Apr il n anirdar of hoata^a Patar 
Kilburn^^^Bi^^HBHH^^Bin rataliation for tha U.s. 
on ' ■■■' 


Iranian axpatriata told tha NSC and CZA offieara, who ■at'* 

him in Buropa at tha and of April, that tha Iranians 

to ba accuaad of any culpability in Xilburn*a daath. 



laaad on aaaurancaa that wa could at last fMst faea-to-faca with 
top-Iaval Iranian officials, on Hay IS, tha Praaidant authoriztd 
a saerat mission to Tahean by fomr national Sacurity Advis<»r 
Hcfarlana, aecompaniad by a CIA annuitant, CZA communicator's , 
mambars of tha HSC staff, and tha Israali and Iranian inc-r.iso- 
tors. In ordar to ansura oparational sacurity, tha trip was oada 
froa Israal, ceincidant with tha dalivary of a pallat of apart 
parts for Iranian dafansiys waapons systams (EAWK apart tltctronic 
parts). At th^^paeific raquast of tha Iranians, alias forti 9 n 
documantation was obtainad from tha CIA. 


In tha course of tho four-day (May 2S-29) visit, lan^thy mattings 
wara hald with hi^h-laval Iranian officials, tha first direct 
contact batvasn tho two Bovarnmants in over six years. Hx. 
Mefarlana and his toan wara able to establish tha basis for a 
centinuinf relationship and clearly articulate our objactivas. 
concerns, and intentions. The group was also able to assess 
first hand tho internal political dynamic in Tahran and tha 
affect of tho war which Iran clearly can no longer win. using 
fresidentially approved Taros of Bafaranca (Tab A), which had 
boon reviewed and approved by appropriate Cabinet officers, 
MeParlane amphaslzad that our interest in Iran transcended the 
hostages, but the continued detention of hostages by a Lebanese 
group philosophically aligned with Iran prevented progress. 

During the visit. Nr. NeFarlane oade clean 


— that wo fundamentally opposed Iranian efforts to expel us 
from tho Niddlo Bastr 


— that wo firmly opposed their use of terrorism! 
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•• that va aceaptad thair ravelutien and did not aaak to 
ravarsa it) 

•• that va had nmnaroua othar dita^raamants involving rational 
polieias (i.a.f Labanon, Nieara^uaf ate.)* but ai^ht also 
find araaa of eoamon intaraat (i.a.* Af9haniatan) through 
dialofua. 

During thasa maatingt* both tidat uaad tha opportunity to data; I 
tha obitaelaa to iaplamanting a stratagie ralationship batvatn 
tha tvo eountriaa. Zn addition to tha point t notad abova* Hr. 
HeParlana amphasitad tha political problana eausad by Iranian 
Involvamant in tha hoataga iasua. Tha Iranians objaetad to tha 
use ambargo on u.S. military auppllaa alraady paid for plua tha 
eontinuad USG bloeking of Iranian aaaata in tha U.S.* avan aftar 
U.S. courts had rulad in thair favor. During tha couraa of thaaa 
maatings* tha Iranian officials admittad that tJily could not win 
tha war* but vara in a^llaama in Tahran ovar hov to and tha 
conflict givan tha na.ad to peasant an Iranian 'victory* bafora it 
could ba cencludad. Thay amphasitad that tha original aggrassor* 
Saddam Russain, must ba ramovad from powar in ordar for tha war 
to and. Mr. McFarlana concludad tha visit by summarising that 
notwithstanding Iranian intarast in carrying on with tha dialogue, 
wa could not procaad with further discussions in light of thair 
unwillingnass to axart tha full weight of thair influence to 
causa tha ralaasa of tha hostages. 

On June 10. Majlis Spaa)car lUfsanjani. in a speech in Tahran made 
guarded rafaranea to Iranian interest in improved relations with 
tha U.S. On July IS. Father Lawrence Janco was ra leased in tha 
Ba)cka Valley and found his way to a Syrian military checkpoint. 

On August If three pallets Class than H planeload) of alactrenic 
parts for Iranian anti*aircraft dafansat (HAWK missile sub- 
components) arrived in Tahran (from Israel). 

Zn early August ISIS, tha contact with tha Iranian expatriate 
began to focus exclusively on tha willingness of tha USO to 
provide siilitary assistance to Iran in exchange for hostages and 
we sought to establish different channels of communication which 
would lead us more directly to pragmatic and stodaratc elements in 
tha Iranian hiararachy. In mid-August, a private American 
cltisan (MCEM Richard Secord. USAF (Ret.)) acting within tha 
purview of the January Covert Action Finding, madaeon^ct in 
furope with ralativ^^B|P^^of 

senior Iranien of ficiel (Refeenjadil . Nith th4 assistance of tha 
eXA, this Iranian was brought eovartly to Washington for 

detailed discuaeionV^We judged this effort, to be useful in 
establishing contact with • close confidant of the man judged to 
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b« th« aott influential an4 prayoatic political fl^urt In Iran 
(Paftan)ani) . Thaaa diaeueiiona raaffirauid th« basic objactivat 
of the U.S. in soaking a political diale^u* with Tehran, we alse 
provided intelligence designed to discourage an Iranian offensive 
end contribute to an Iranian decision to negotiate an end to the 
war. 

Through August. September, and October 19IS. numerous additional 
meetings were held in C^rope between o.S. representatives and the 
new and Iranian contacts. During the October 2«. 19|( meeting in 
rrankfurt. Cermany. the U.S. side, as in the past, insisted that 
the release of the hos tacos was a pre-requisite to any progress. 
The Iranian.mHjmmiHl urged th at we take a more active role 
in support "for the Afgna^^ei I at am 
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ranians also proffered, an 

a Soviet T-72 tank 

stated that there a 'very good chihee that another 
or two would be reed soon.* On October 29. with U.S. acquiscenes 
Israel provided Iran with an additional increment (SOO Tpw 
missiles) of these defensive weapons. 

Late on October 21.i|BBiBimB|||^ftalled the citixtn 
(Kakim) tasked to maintain contact and advised that Iran had 
'exercised its influence with the Lebanese* in order to obtain 
the release of American — David Jacobsen — and an uncertain 
number of Prench hoatages. le further noted that this was part 
jthe purpose of the Iranian Poreign Minister's visit to Syria, 
stated that the situation in Tehran, as well as I ranian 

th deteriorating; 


mfrwf 


David Jacobsen was driven to a point near the old American 
fiabassy eempound in West ieinit. The U.S. finbassy in Bast Beirut 
issMdiately dispatched an embassy officer to west Beirut to pick 
up Nr. JacMsen. 

It is now apparent that persistent U.S. efforts to establish 
Contact with Iran have probably exacerbated the power struggle in 
Iran between pragmatic elements (led by Aafsanjani) and mere 
radical factions (under the overall sponsorship of Ayatollah 
Montaseri). In late October, radical supporters (of Montsteri) 
revealed the (Rafsanjani) contact with the USC and the terns of 
the contact. In order to defend himself against charges of 
collttdiAf with the use and to preserve a degree of latitude for 
both parties. Majlis Speaker Aafsanjani provided a highly 
fabricated version of t^ May 19BS McParlane mission in his ^ 
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Hov«fnb«r 4 «ddr«it to th« Mfs«s. Med€rat« tranian political 
laadara apparantXy now faol donstrainod to aattla thtxr internal 
political problama bofora precaadin^ with tha U.S. rtUtionship. 
Tho ravalationa in Tehran rafardin^ tha Hcfarlana mission are 
doflionatrabla avidanea of tha internal power atru^^la. The 
October 1911 arraat of radical leader Mahdi Raahami, a close 
confidant and son in*law of Aytollah Hontasarl* for acts of 
tarroriaa and treason has .caused farther internal conflict. 
Resolution of the Lebanon hostage situation is also conpUeated 
by waning Iranian influence in Lebanon due in part to financial 
constraints and the fact that the Libyans are espandi na their 
contacts with more radical litballah elesients.^ 



Despite these internal difficulties and 

attendant publicity in the Western oedia* the Iranians continue 
to BM in tain direct contact with the USG and siet aea in in Geneva 
on November f«10 with MSC and CIA representatives. 


It is important to note that since the initiation of the USG 
contact with Iran there has been no evidence of Xranisn govern* 
■ent cobpllclty in acts of terrorism against the U.S. we believe 
that tho Septestber-October kidnappings of Messers. Reed, Cieippio. 
and Tracy were undertaken in an effort to undermine the nescent 
O.S.*tranlan strategic dialogue and exacerbate the internel 
Iranian power atruqql e_aaainst the moderate faction wi th which we 
have been in contact. 


trary~to speculative reports that these hostsges 
were ^akea la order to stioulato tho acquisition of mere eras, 
they were met likely captured In order to prevent the very 
rappreachmnt with Iran wo are seeking. 
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Throughout this precost, the USC has setod within tht Unlta of 
ostsbiishod policy and in cenplisnct with all U.S. law. Ths 
shipment of 2*001 TOtfs and 23S RANK missile parts was undertaken 
under the provisions of a covert action finding. 


Xn support of this rindinp and at the direction of the President 

the eXA provided the fOllewinp operational assistance i ' 

•• Sterile overseas bank accounts for financial transactions*. 

— A secure transhipment point for the dispatch of g.s, 
military items from the O.S. 

•• Transhipment of military items from the U.f. to Israel. 

— Communications and intellisenee support for the meetings 
with Iranian officials and the McParlane trip to Tehran in 
May. 

— Cleared meeting sites in Europe for meetings with Iranian 
officials. 


•• Alias documentation for O.S. and foreign officials for 
meetinps in Europe and Tehran. 


The weapons and materiel provided under this program are in no 

way adequate to alter the balance of military poweutorthe 

outcome of the w ar with Iraq. Thev^ have. 

t\ ■! " I*" i n nl tne u.s. commit* 

ment to Iranian territorial inteqmy. Further* U.S. efforts 
over the last IS months have had tangible results on Iranian 
policy: 


•• The Saf san)ani/Velayati intervention on behalf of the Tva 

••47 paesenfers (June IfSS). 

— Iranian direction that the hijacked Fan Am 173 could not 
loawa Karachi for Iranian territory. 


— The release of three American and two French hostases. 

It Should also be noted that the U.S. arms embareo notwithstand- 
ine# West European nations have provided ISOO million a year in 
military equipment to Xran* Most of these transfers were accom* 
plished with fovernment knowledqe and/or acquiescence. 


a* ^ •’ 
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[ICAN HOSTAGES 


O.-S:;/ IRANIAN CONTACTS AND THE AMERICAN 


From the earliest months following the Islamic revolution in 
Iran, the U.S. Government has attempted to reestablish official 
contact with that government in order to discuss strategic 
developments in this critical part of the world and reconstruct a 
working relationship. Even before President Reagan came to 
office the U.S. Government agreed to try to expand security, 
economic, political, and intelligence relationships at a pace 
acceptable to Tehran. In the fall of 1979, the U.S. undertook 
three secret missions to Tehran: 



When these mee^tings and the, secret ^vewtef^ W in;., 

--AX>^lers , betw$i«ii’-tSr2e»ineki.>^nd ;-Rrlme 

public in Irani- ' they .h’^lpNid ' the U.S. 

Embassy by taidit[e^v%lei6ent^ the Iresignation of the 

Barargan fO^erxuRS^t. These events have adversely influenced 
Iranis subsequent willingness to engage in any direct contact 
with the USG. 

Despite mutual difficulties involved in re*establishing normal 
relations, our strategic interests in the Persian Gulf mandate 
persistent efforts to est^U^lish a dialogue. In this regard, it 
is notable that only a few major countries do not have relations 
with Iran Egypt, Jordan, Morocco, Israel, South Africa, and 
the United States. Even Iraq continues to have diplomatic 
relations with Iran. 

Iran is the key to a region of vital importance to the West, yet 
it is increasingly threatened by growing Soviet* military power 
and political influence along its borders and inside its 
territory. Over the course of the last two years, the Soviets 
and their surrogates have moved actively to gain greater 
influence in the Gulf; 


The Soviets believe that once Khomeini dies, they will have 
an excellent opportunity to influence the formation of a 
government in Tehran that serves Soviet strategic interests 
in the area. 
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Commudlst nations hava become the principal arms suppliers 
to Iran — making Iran dependent on this source of supply in 
contending with an increasingly strengthened Iraq, this 
leads us to the conclusion that the Soviets may well be 
attempting to pursue their own revolution in Iran. That is, 
by fueling both sides in the conflict, the Soviets could 
well encourage a disastrous "final offensive” by Iran that 
would precipitate a political disintegration in Iran, 
leaving a power vacuum which the Soviets could exploit. 
Specifically, the indicators of Communist. influence in Iran 


The increasing desperation brought on by the co-sts of the Iran-Iraq 
war has exacerbated Iran's vulnerability to Soviet influence. 
Moreover, Soviet designs in Afghanistan, pressure on Pakistan, 
and actual crossborder strikes in Iran from Afghanistan have made 
reopening a strategic dialogue increasingly important. 


uiMsm 
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In short# tho Seviots wore far better positioned to istprove 
significantly their influence in the region in 1985 when we were 
presented with an opportunity to open a dialogue with Iran, in 
deciding to exploit this opening# we evaluated previous efforts 
through more conventional channels which had not succeeded. 

About two years ago# senior Iranian officials apparently decided 
that some accommodation with the a.S. was necessary. Since 1983# 
various countries have been engaged in overtures to the U.s. and 
Iran in a n effort to stimulafce dlrmct. eontaet between the 
countries! 



However , interria^spTit^an^debate^macle 
ranians to respond to these overtures. 

Numerous individuals and private parties have likewise attempted} 
to be helpful as intermediaries in establishing contact in Iran 
or in seeXing Iranian as sistance in the release of our 
held hostage, in Lebanon.! 


In the spring of 1985# a private American citizen (Michael 
Ledeen) learned from an Israeli government official (David 
Ximche) that the Israelis had established a liaison relationship 
with an Iranian expatriate (Manuchehr Ghorbanifar) in Europe who 
sought Israeli help in establishing contact with the U.S. Govern- 
ment. In acXnowledging the need to demonstrate the bonafides of 
the Iranian officials involved# he (Ghorbanifar) indicated that 
his "sponsors” in Tehran could also help to resolve the American 
hostage situation in Beirut. 

In June of 1985# in the midst of the TWA-847 hijacking# the 
Israeli officials in direct contact with the Iranian expatriate 
asked him to use his influence with senior Iranian officials to 
obtain the release of the hijacked passengers. Two days after 
this approach# four Americans held separately from the rest of 
the hijacked ^ssen g ers were freed an d turned over to Syr ian 
authorities. lis 

Speaker RafsanTan^^Tho was travelling in the mid-east « the 
time# and Iranian Foreign Minister Velayati both intervened with 
the captors. Rafsanjani# in his speech on November 4# 1986# for 
the first time publicly acknowledged his role in this matter. 
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On z, a visit to Washington, an Israeli 

dtficiii Security Advisor, Robert 

-SicFairl^'^/ thet had established a channel of communication 

with authoritative elements in Iran who were interested in 
determining whether the United States was open to a discreet, 
high-level dialogue. The Iranians were described as comprising 
the principal figures of the government (i.e. . Speaker 'Of the 
Majlis Rafsanjani, Prime Minister Musavi, and Khomeini's 
heir-apparent, AyatbllahMontazeri) and as being devoted to a 
reorientation of Iranian policy. 

At this first meeting, McFarlane went to great length to draw out 
the Israeli as to why he found the Iranian proposal credible, 
given the events of the past six years. The Israeli replied that 
their exhaustive analysis had gone beyond the surface logic 
deriving from the chaos and decline within Iran and the 
degenerative effects of the war, to more concrete tests of the 
willingness of the Iranians to take personal risks. He noted 
that the Iranians had exposed themselves to possible compromise 
by meeting with Israelis and by passing extremely sensitive 
intelligence oh the situation (and political line-upl within Iran 
— information which was proven valid. 

The Israeli asked for our position on opening such a dialogue. 

No mention was made of any pre-conditions or Iranian priorities. 
McFarlane conveyed this proposal to the President (in the 
presence of the Chief of Staff). The President said that he 

believed such a dialogue would be worthwhile at least to the’ 

point of jletermininf interlo^rtf rs , This 

'by '-telephone on 

lu|yy|6. ' 

on Ai^st again on McFarlane. At 

this meeting, hd' ststSd'^khat he had conveyed our position to the 
Iranian intermediary and that the Iranians had responded that 

they recognized the need for both sides to have tangible evidence 

of the bona fides of the other and that they believed they could 
affect the release of the Americans held hostage in Lebanon. 


According to the Israeli, the Iranians separately stated that 
they were vulnerable as a group and before having any prospect of 
being able to affect change within Iran they would need to be 
substantially strengthened. To do' sO, they would need to secure 
the cooperation of military and/or Revolutionary Guard leaders. 
Toward this end, they expressed the view that the most credible 
demonstration of their influence and abilities would be to secure 


limited amounts of U.S, equipment. The Israeli asked for our 
position on such actions. 
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Mr. McFarXSAe elevated this proposition to the President at a 
meeting within days that included the Secretaries of State and 
Defense and the Director of Central Intelligence. The President 
stated that, while he could understand that assuming the 
legitimacy of the interlocutors, they would be quite vulnerable 
and ultijitately might deserve our support to include tangible 
materi^? at the time, without any first hand experience in 
dealing with them, he could not authorize any transfers of 
military material. This was conveyed to the Israeli. 

/a. 

On August 22,1985, the I sr Sell dip lo^At called to 

report that the^' message had been conveyed and that an i^asse of 
confidence existed. He asked what the position of the U.S. 
Government would be to an Is^eli transfer of modest quantities 
of defensive military materi^. McFarlane replied that to him, 
such an action would represent a distinction without a difference. 
The Israeli diplomat explained at great length that Israel had 
its own policy interests that would be served by fostering such a 
dialogue in behalf of the U.S., but that a problem would arise 
when ultimately they needed to replace items shipped. He asked 
whether Israel would be able to purchase replacements for items 
they chose to ship, McFarlane stated that the issue was not the 
ability of Israel to purchase military equipment from the U.S. — 
they had done so for a generation and would do so in the future 
— but rather the issue was whether it was U.S. policy to ship or 
allow others to ship military equipment to Iran. The Israeli 
asked for a position from our government. McFarlane elevated the 
question to the President (and to the Secretaries of State and 
Defense and the Director of Central Intelligence) . * ^<6 President 

stated that, while he could envision providing materJ^ support 
to moderate elements in Iran if all the Western hostages we£e 
freed, he could not approve any transfer of military materiiS'l at 
that time. This position was conveyed to the Israeli diplomat. 


On September 14, 1985, Reverend Benjamin Weir was released in 
Beirut by the Islamic Jihad Organization. This release was 
preceded by an intense effort on the part of Mr. Terry Waite, the 
Special Emissary of the Archbishop of Canterbury. To this date, 
Mr. Waite remains the onj y ; Westerner to ev 
the Lebanese kidnap 



In late September, we learned that the Israelis had transferred 
508 TOW missiles to Iran and that this shipment had taken place 
in late August. The Israelis told us that they undertook the 
action, despite our objections, because they believed it to be in 
their strategic interests. The Israelis managed this entire 
operation, to include delivery arrangements, funding, and 
transportation. After discussing this matter with the President, 
it was decided not to expose this Israeli delivery because we 
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wanted to retain -the option of exploiting the existing Israeli 
channel with Tehran in our own effort to establish a strategic 
dialogue with the Iranian governinent. The total value of the 508 
TOWs shipped by Israel was estimated to be less than $2 million. 


On October 4, 1985, Islamic Jihad announced that it had "executed" 
Beirut Station Chief William Buckley in retaliation for the 
October 1 Israeli air raid on PLO installations in Tunis. This 
announcement led to a series of meetings in Europe among the D.S. 
(CIA and NSC), Israeli, and Iranian intermediaries. In these 
meetings, the Iranians indicated that, while their ability to 
influence the Hizballah was waning, the Hizballah had not killed 
Buckley; he had in fact died several months earlier 
cajise3_i_We__hay^since substantiated this informati' 

Buckley probably died on June 3, 1985 of pneumonia- 

In mid-November, the Israelis, through a senior officer in the 
Foreign Minister* s office (Kimche) , indicated that the Government 
of Israel was convinced that they were nearing a breakthrough 
with Iran on a high-level dialogue. The Israeli contacted a U.S. 
official (North) and asked for the name of a Europe an -based 
airline which could discreetly transit to Iran for the purpose of 
delivering passengers and cargo. Be specifically noted that 
neither a a.S. carrier nor an Israeli affiliated carrier could be 
used. We were assured, at the time, that the Israelis were going 
to "try oil drilling parts as an incentive,” since we had 
expressed so much displeasur^^ve|^|h^ear^er TOW shipment. The 
name of the proprietary passed to the 
Israeli, who subsequentl^Tal^^^WfflWM^^hartered through 
normal commercial contract for a flight from Tel Aviv to Tabriz, 
Iran, on November 25, 1985. The Israelis were unwitting of the 
CIA's involvement in the airline and the airline was paid at the 
normal commercial charter rate (approximately $127,700). The 
airline personal were also unwitting of the cargo they carried. 



In January, we learned that the Israelis, responding to urgent 
entreaties from the Iranians, ha^ used the proprietary aircraft 
to transport 18 HAWK missiles to Iran in an effort to improve the 
static air defenses around Tehran. Our belated awareness that 
the Israeli's had delivered HAWK missiles raised serious U.S. 
concerns that these deliveries were jeopardizing our objective of 
arranging a direct meeting with high-level Iranian officials. As 
a consequence of U.S. initiative and by mutual agreement of all 
three parties, these missiles were returned to Israel in Februarv 
1986. 


On December 7, the President convened a meeting in the White 
House (residence) to discuss next steps in our efforts to 
establish direct contact with the Iranians. Attending the 


UtmUSSlftED 


TOP SECRET 


309 


UNMinED 

TOP SECRET 7 

N 30369 

jneeting wertt the Chief of Staff, Secretaries of State and 
Defense, the Deputy Director of Central Intelligence, and the 
Assistant to the President for National Security Affairs and his 
Deputy. Immediately after the meeting, Mr. McFarlane departed 
for London to meet with the Israeli official and the Iranian 
contact to make clear the nature of our interest in a dialogue 
with Iran. At this meeting, Mr. McFarlane, as instructed by the 
President, stated that: ^ 

— the U.S. was open to a political dialogue with Iran, but 
that no such dialogs could make progress for as long as 
groups seen as dominated by Iran held U.S. hostages; and 

— the U.S. could under no circumstances transfer arms to Iran 
in exchange for hostages. 

These points were made directly to the Iranian interlocutor. The 
Iranian replied that, unless his associates in Tehran were 
strengthened, they could not risk going ahead with the dialogue. 
Mr. McFarlane acknowledged the position but stated we could not 
change our position. In a separate meeting with the Israeli 
official, Mr. McFarlane made clear our strong objections to 
Israeli weapons shipments to Iran. Following these meetings, 

Mr. McFarlane returned to Washington and shortly thereafter left 
active government service. 

On January 2, the Prime Minister of Israel dispatched a special 
emissary to the U.S. (Aairam Nlr) to review proposals for next 
steps in dealing with Iran. The Israelis urged that we reconsider 
the issue of providing limited defensive arms to those attempting 
to take power in Tehran, since all other incentives (economic 
assistance, medical supplies, machine parts) were of no value in 
shoring-up those who wanted an opening to the West. Admiral 
Poindexter noted our stringent objections to the HAWK missile 
shipments in November and noted that the U.S. would have to act 
to have them returned (a step undertaken in February, when all 
18 missiles were returned to Israel) . In that any implementation 
of the Israeli proposals would require the active participation 
of the intelligence community, the NSC Staff (North) was tasked 
to prepare a covert action finding. Work on this Presidential 
finding commenced on January 4. 

On January 6, the President, the Vice President, the Chief of 
Staff, and the National Security Advisor and his assistant 
reviewed the first draft of the Finding and the recommendations 
made by the Prime Minister of Israel through his special 
emissary. 

On January 7, the President met in the Oval Office with the Vice 
President, the Chief of ^Staff , Secretaries Shultz and Weinberger, . 
Attorney General Meese, Director Case^^d the National Security 
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Advisor to discuss th€ overall situation in Iran and prospects 
for a strategic dialogue, it was again noted that Mr. McFarlane, 
on retum>from his trip to London, had recommended that no 
further action be taken unless a mechanism could be established 
by vhich the U.s. could exert better control over events. He 
agreed, in principle, with Director Casey that providing limited 
quantities of defensive arms after the hostages were released 
still had merit. Both Secretary Shultz and Secretary Weinberger 
objected to any provision of arms, citing that we could not be 
sure that these would really help moderate elements and that, if 
exposed, the project would not be understood by moderate Arabs 
and would be seen as contravening our policy of not dealing with 
states that support terrorism. The President decided that we 
should attempt to keep the Israeli channel active as long as it 
offered possibilities for meetings with high-level Iranian 
officials and left open the issue of providing defensive arms to 
Iran if all the hostages were released. 


It was further determined by the President that any dialogue with 
the Iranians must be aimed at achieving the following goals: 

- Devising a formula for re-establishing a strategic 
relationship with Tehran. 

- Ending the Iran-Iraq War on honorable terms. 

- Convincing Iran to cease its support for terrorism and 
radical subversion. 

- Helping ensure the territorial integrity of Iran and 
coordinating ways in which we might counter Soviet 
activities in the region. 

The President made clear that a Western dialogue with Iran would 
be precluded unless Iran were willing to use its influence to 
achieve the release of Western hostages in Beirut. He also made 
clear that we could not and would not engage in trading arms for 
hostages. Secretaries Shultz and Weinberger retained their 
original position on providing any amrs to Iran, but Attorney 
General Meese and Director Casey both supported the concept as a 
valid means of opening the dialogue. Attorney General Meese 
noted a 1981 determination by then Attorney General French Smith 
that transferring small quantities of arms through third 
countries under a Covert Action Finding was not illegal. 
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On January 16,^ a meeting was held in the National Security 
Advisor's office with Secretary Weinberger, Attorney General 
Meese, Director Casey, and CIA General Counsel Stanley Sporkin. 

At this meeting, the final draft of the Covert Action Finding was 
reviewed and was forwarded to the President with Secretary 
Weinberger dissenting. 


On January 17, 1986, the President approved a Covert Action 
Finding (Tab A) directing that the intelligence community proceed 
with special activities aimed at accomplishing the goals set 
forth above. The President futher determined that the activities 
authorized by the Finding justified withholding prior Congressional 
notification due to the extreme sensitivity of the dialogue being 
established. He further noted that public knowledge of the 
program would place the American hostages in Lebanon at greater 
risk. Noting his concern for the lives of those carrying out the 
operation (both U.S. and foreign), he directed that the Director 
of Central Intelligence refrain from reporting the Finding to the 
appropriate committees of the Congress until reasonably sure that 
those involved would no longer be in jeopardy. 


On February 5-7, U.S. officials (NSC and CtA ] 
representative of the Israeli Prime Ministr 
senior-level Iranian officiall"^ 


and a 


I met in London. At this meeting, tne 
he USG would provide defensive weapons (TOWs) to Iran, 
they would, in turn, provide same to the Afghan Mujahideen. The 
U.S. side agreed to explore this possibility and, working with 
the Israelis, established the following mechanism for transfer of 
the weapons: 


The Iranian intermediary (Ghorbanifar) would deposit funds 
in an Israeli account. 

The Israelis would transfer funds to a sterile U.S.- 
controlled account in an overseas bank. 


Using these funds, the CIA would covertly obtain materiel 
authorized for transfer from U.S. military stocks and 
transport this to Israel for onward movement to Iran. 


Using the procedures stipulated above, $3.7 million waf deposited 
in the CIA account in Geneva on F^ruary ISiftand on 
February 14, 1,000 TOWs were tranapkHMsad^ for pre-position- 

liftg. Thae% transferred by CIA from 003 

. ‘^stdh, Alabama) and transporte^througir|HmmH 

[using standard CIA-DOD ^ogistxcs 

arrangements . Pol icy- level coordination for these arrangements 
was effected by NSC (North) with 000 (Armitage) and CIA (Clair 
George) . The TOWs were -placed in a covert Israeli facility 
awaiting onward shipment. 
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On P«bru»ry_ 19-21, U.S. <NSC and CIA), Israali and Iranian 
officiala mat in Gamany to discuss problams in arranging a 
maating among highar-lava^officials^A^thi^maa^-- 

- authorization 

(^as receivaa irom wasnington, cna u.s, sida agread to provide 
1,000 TOWS to Iran as a clear signal of U.S. sincerity. This 
delivery was commenced on the morning of February 20 and completed 
in two transits to Tehran on February 21. Transportation from 
Israel to Iran was aboard a false flag Israeli aircraft, on ' 
return flight from Iran, these aircraft carried the 18 HAWk 
missiles which Israel had sent to Tehran in November 1985 wit 
US6 aforeknowledge. 



On Pabru^ 24, (CIA M N$C) «i£|i«iala sMilt agaia in 

Fri^kfur t wl th ihe Is rse 11 land Iraniali^ of f idlaiii to discuss n 
steps. At this meeting, the U.S. side urged that the Iranian 
expedite a meeting among higher-level officials on both sides 

On February 28, the Prime Minister of Israel wrote to Preside 
Aeagan. (Tab 91 lag contimted efforts to achieve a s t rategi 
breakthrough with Iran, but asking 'consideration for the safe 
of recently seized Israeli hostages. 

On March 7, U.S. tC^iaiid. KSCV and Israeli jnpresentatlFes me 
with tM Iranli^'^^smediary ih Palls to ^terminS^heiher a 
further progress was possible in arranging for a high-level 
meeting with U.S. and Iranian officials. During these meetings, 
the intermediary emphasized the deteriorating economic situation 
in Iran and Iranian anxieties regarding increasing Iraqi military 
effectiveness. 

The escalation of tensions with Libya, leading to the April 14 
strike, prevented further dla . ffc^riaiclhg -the. , 

Iranians urged the intermediary (‘Ghorb an i far) to accelerate 1th e 

effort in late April, 1986. At that point, the Iranian expatriate 
advised us through the Israeli point -of -con tact that the 
leadership in Tehran was prepared to coRMnce a secret dialogue 
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along the linas of our astablishad goals. 


— U “■ 

Oh May" 6, and..l#xi^i^of|ic«rs iMt. with 

thi Xranilkn ihthtsiadia ^. Id yAiXch Ha m tMilhi lanadiat 
staps to arranga for a^nigh*laval O.S; /lr«ti4n^^'M Tahran 

During tha London maatingp the Iranian urgad that wa (U.S. and 
Israal) act urgantly to ha Ip with Iranian air dafansa. Ha 
esiphasized that tha Iraqi Air Forca was incraasingly affactiva c 
late and that tha Iranians wara dasparata to stop attacks on 
population can tars . Tha Israalis also used this opportunity to 
privately ask the U.S. to raplaca tha 508 TOWs which they had 
sent to Iran in August p 1985. 

Based on assurances that wa could at last meet faca-to-face witi 
top*level Iranian officials, on May 15, the President authorizec 
a secret mission to Tahran by former National Security Advisor 
McFarlane, accompanied by a CIA annuitant, CIA cononunicators , 
members of the NSC staff, and tha Israeli and Iranian interlocu- 
tors. Tha Israalis wara informed via coded message on May 15 
that the U.S, had agreed to tha Iranian request for limited 
anti-air defense equipment and to replenish tha 508 TOWs sent by 
Israel. 


On May 16, the Iranians # ^through the I srsa lie provided S 6. 5M for 
deposit in tha CXI^ sec^a^ fun^^ maohanls#^ The l^!kds were used 
to acquire 508 TOW missiles (for replenishing the TbWs Israel 
shipped in September 1985) and acquiring HAWK missile e^ctronic 
^^^x^parts. This material was subsequently moved 
HHHj^repackaged and shipped to Kelly AFB for onward movement to 
israa^on May 22. As in tha February shipment, the CIA provided 
logistics support for the movement of this materiel to Israel. 

In order to ensure operational security, the McFarlane trip was 
made from Israel, coincident with the delivery of a pallet of 
spare parts for Iranian defensive weapons _^stems (HAWK spare 
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electronic parts). At the asfi^£^^equest of the Iranians, 
alias foreign documentation ^dbtained front the CIA — 

was used. CIA also provided cover^^ransportat ion support from 
CONUS to Israel for the McFarlane party. The group was 
transported from Israel to Tehran aboard an Israeli Air Force 707 
with false flag markings. 


In the course of the four-day (May 25-28) visit, lengthy meetings 
were held with high-level Iranian officials, the first direct 
contact between the two governments in over six years. Mr. 
McFarlane and his team were able to establish the basis for a 
continuing relationship and clearly articulate our objectives, 
concerns, and intentions. The group was also able to assess 
first hand the internal political dyneunic in Tehran and the 
effect of the war which Iran clearly can no longer win. Using 
Presidentially approved Terms of Reference (Tab B) , which had / 

been reviewed and approved by appropriate C^ibinet officers,— 

McFarlane emphasized that our interest in Iran transcended the 
hostages, but the continued detention of hostages by a Lebanese 
group philosophically aligned with Iran prevented progress. 

During the visit, Mr. McFarlane made clear; 


that we fundamentally opposed Iranian efforts to expel us 
from the Middle East; 

that we firmly opposed their use of terrorism; 

that we accepted their revolution and did not seek to 
reverse it; 


— that we had niimerous other disagreements involving regional 
policies (i.e., Lebanon, Nicaragua, etc.), but might also 
find areas of common interest (i.e., Afghanistan and the 
Soviet threat to the GUlf) through dialogue. 

During these meetings, both sides used the opportunity to detail 
the obstacles to implementing a strategic relationship between 
the two countries. In addition to the points noted above, Mr. 
McFarlane emphasized the political problems caused by Iranian 
involvement in the hostage issue. The Iranians objected to the 
USG embargo on U.S. military supplies already paid for plus the 
continued USG blocking of Iranian assets in the U.S., even after 
U.S, courts had ruled in their favor. During the course of these 
meeti.ngs , the Iranian officials admitted that they could not win 
the war, but were in a dilemma in Tehran over how to end the 
conflict given the need to present an Iranian "victory” before it 
could be concluded. They emphasized that the original aggressor, 
Saddam Hussein, must be removed from power in order for the war 
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to end. Mr. McFarlane concluded the visit by summarizing that 
notwithstanding Iranian interest in carrying on with the dialogue, 
we could not proceed with further discussions in light of their 
unwillingness to exert the full weight of their influence to 
cause the release of the Western hostages in Lebanon. 

On June 10, Majlis Speaker Hafsanjani, in a speech in Tehran made 
guarded reference to Iranian interest in improved relations with 
the U . S . ^ly 2 6 , Father Lawrence Jenco wa s released in the 
Bekka Valley and found his wSy to a Syrian military checkpoint. 

On August 3, the remaining three pallets (less than k planeload) 
of electronic parts for Iranian anti-aircraft defenses (HAWK 
missile sub -components) arrived in Tehran. As in all flights 
to/from Iran this delivery was made with an Israeli Air Force 
aircraft (707) using false flag markings. Timing of the delivery 
was based on coordination among U.S., Israeli and Iranian 
officials. 

In early August I98€, the contact with the Iranian expatriate 
began to focus exclusively on the willingness of the USG to 
provide military assistance to Iran in exchange for hostages and 
we sought to establish different channels of communication which 
would lead us more directly to pragmatic and moderate elements in 
the Iranian hierarachy. In mid-August, a private American 
citizen (MGEN Richard Secord, USAF [Ret.]) acting within the 
purview of t^^Janua^^Cover^Act^n Fjndiag, mad^jontact in 

senior of the 

CIA, this Iranian H^Bwas brought covertly to Washington for 
detailed discussions^We judged this effort to be useful in 
establishing contact with a close confidant of the man judged to 
be the most influential and pragmatic political figure in Iran 
(Rafsanjani) . These discussions reaffirmed the basic objectives 
of the U.S. in seeking a political dialogue with Tehran. We also 
provided assessments designed to discourage an Iranian offensive 
and contribute to an Iranian decision to negotiate an end to the 
war. The assessments also detailed the Soviet threat to Iran. 


Through August, September, and October 1986, numerous additional 
meetings were held in Europe between U.S. representatives and the 
new Iranian contacts. During the October 26, 1986 meeting in 
Frankfurt, Germany, the U.S. side, as in the past, insisted that 
the release of the hostages was a pre-requisite to any progress. 


The Iranian 


urged that we take a mo 





Amrican Embassy compound in Wast Bairut. Tha U.S. Enbassy in 


East Bairut immadiataly dispatchad an ambassy officar to Wast 


Bairut to pick up Mr. Jaeobsan. 


It is now apparent that parsistant U.S. af forts to astablish 
contact with Iran and subsaquant ptjiblic spaculation regarding 
thasa contacts have probably axacarbatad tha powar struggle in 
Iran between pragmatic alamants (lad by Rafsanjani) and more 
radical factions (under tha overall sponsorship of Ayatollah 
Montazeri) . In lata October, radical supporters (of Montazeri) 
revealed tha (Rafsanjani) contact with tha USG and tha terms of 
the contact. In order to defend himself against charges of 
colluding with tha USG and to prasarva a degree of latitude for 
both parties, Majlis Speaker Rafsanjani provided a purposely 
distorted version of tha May 1986 McFarlana mission in his 
November 4 address to tha masses. Moderate Iranian political 
leaders apparently now feel constrained to settle their internal 
political problems before proceeding with tha U.S. relationship. 
Tha revelations in Tehran regarding tha McFarlana mission are 
demonstrable evidence of tha internal power struggle. The 
October 1986 arrest of radical leader Mahdi Hashemi, a close 
confidant and son in*law of Ayatollah Montezari, for acts of 
terrorism and treason has caused further internal conflict. 
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On November 1 $ the day after a meeting with U.S. officials, 
Iranian government authorities arrested six other individuals 
involved in radical activities. Among the two were senior 
military officers and a Majlis deputy (Ahmad Kashani) , the 
grandson of Ayatollah Kashani, a conspirator in the 1949 attempt 
against the Shah. 

Despite these internal difficulties and attendant publicity in 
the Western media, the Iranians continue to maintain direct 
contact with the USG and met again in ca ifva on Novemb 
nd. CIA r epresen tatives . 

the two 


iwaciHe 








318 



fJ 30378 

loyal to the now imprisoned Mehdi Hashemi. If so, this could be 
an effort to undermine the nascent U.S. -Iranian strategic 
dialogue and exacerbate the internal Iranian power struggle 
against the pragmatic faction with which we have been in contact. 

Throughout this process, the USG has acted within the limits of 
established policy and in compliance with all U.S. law. The 
shipment of 2,008 U.S. TOWs and 23S HAWK missile electronic spare 
parts was undertaken within the provisions of a Covert Action 
Finding. 

During the course of this operation — and before — the U.S. was 
cognizant of only three shipments from Israel to Iran. 
Specifically: 

-7 The Xereelis eckneiirledged the Ai^st 1985 ehi|^nt ef soe 
TOWe etter It bed taken place* Until we ^re edviaed by the 
Israelis, and had the informa tioh subsequently confirmed by 
Iranian authorities, we were unaware of the composition of 
the shipment. We subsequently agreed to replace these TOWs 
in May of 1986. 

— The November 1985 shipment of 18 Israeli HAWK missiles was 
not an authorized exception to policy. This shipment was 
retrieved in February 1986 as a consequence of U.S. 

^ intervention. 

— The October 1986 shipment of SOO TOWs from Israel to Iran 
was undertaken with U.S. acquiescence. These TOWs were 
replaced on November 7. 

In support of this Finding and at the direction of the President, 
the CIA provided the following operational assistance: 

— CIA comm\inications officers and an annuitant to assist in 
various phases of the operation. 

— Sterile overseas bank accounts for financial transactions. 

— A secure transhipment point for the dispatch of U.S. 
military items from the U.S. 

— Transhipment of military items from the U.S. to Israel. 

— Communications and intelligence support for the meetings 
with Iranian officials and the McFarlane trip to Tehran in 
May. 
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— Cleared meeting sites in Europe for meetings with ilraSii379 
officials. 


— Fabricated and alias docximentation for U.S. and foreign 
‘ officials for meetings in Europe and Tehran. 

The weapons and materLdl provided under this program were judged 
to be inadequate to aiter either the balance of military power or 
the outcome of the war with Iraq. They have, however, demonstrated 
the U.S. commitment to Iranian territorial integrity and served 
to support those in Iran interested in opening a strategic 
relationship with the U.S. U.S. efforts over the last 18 months 
have had tangible results on Iranian policy: 

~ ^ The Rafs anj ani/Velayati intervent ion on behal £ of the TWA 
»^47 parfy eiigera (June 198 5) . 


Iranian direction that the hijacked Pan Am #73 would not be 
received in Iranian territory if it l^ft Karachi* 



The release of 
hostages. 


at least two French 


— The initiation of an Iranian dialogue with their regional 
neighbors. 

— Continued delay in the Iranian "final offensive." 

Finally, it must also be noted that the U.S. emas embargo 
notwithstanding. West European nations have provided $500 million 
a year in military equipment to Iran. Most of these transfers 
were accomplished wi^ government knowledge and/or acquiescence. 


All appropriate Cabinet Officers have been apprised throughout. 
The Congress was not briefed on the covert action Finding due to 
the extraordinary sensitivity of our Iranian contacts and the 
potential consequences for our strategic position in Southwest 
Asia. Finally, our efforts to achieve the release of the 
hostages in Lebanon must continue to rely on discreet contacts 
and intermediaries who cannot perform if they are revealed. 
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U.J./HUWIAW COWTACTI AMD TMt AMZJIICAW M08TACM 

Fro* th« •arllatt months follovlny th« Iilsalc rtvolution in 
Iron, tiM U.S. Cov«rnm«nt h«f tttsmptsO to roostobilsh official 
contact with that 90 v«rniMnt in order to dltcuas ttrataoie 
davolopamnta in this critical part of the world and racenstruet 
worhlnf ralatlonahip. (van bafora fraaidant Raaoan eama to 
office the U.S. Govarnmant agreed to try to expand security • 
aconenlc/ political, and intalliganca ralatienahlpa at a pace 
accaptabla to Tehran. In tha fall of 1979, the U.S. under toot 
three aacrat mlaslona to Tahrant 


I DEPOSITION 
EXHIBIT 


September 1979 
raqueat of the 


t aaeratly with Bazarqan at the 



October -November 1979 - ___ 

normalization of relations 


When these meetlnqs and the secret November 1, 1979 meetlnq in 
Algiers, between Brsesinslti and Frime Nlnister Batargan, became 
public in Iran, they helped precipitate. the takeover of tha U.B. 
embassy by radical elements and led to the resignation of the 
Basargan government. These events have adversely Influenced 
Iran’s subsequent willingness to engage in any direct contbct 
with the use. 


Despite mutual difficulties involved in re-establishing normal 
relations, our strategic interests in the Fersian Gulf siandata 
persistent efforts to establish a dialogue, la this regard, it 
is notable that only a few ma)or countries do not have relations 
with Iran — Egypt, Jordan, Morocco, Israel , South Africa, and 
the United States. Even Iraq continues to have diplomatic 
relations with Iran. 


Iran is the key to a region of vital importance to the West, yet 
it is increasingly threatened by growing Soviet military power 
and political influence along its borders and inside its 
territory. Over the course of the last two years, the Soviets 
and their surrogates have moved actively to gain greater 
influence in the Gulf: 

— The Soviets believe thet once Khomeini dies, they will have 
an excellent opportunity to influence the forme tlon of a 
government in Tehran that servea Soviet strategic interests 
in the area. 
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Comuniit n«tion« hav« b«eon« th« principal arnt iuppliart 
to Iran -- maHin^ Iran dapandant on this aourca of supply in 
eontondin9 with an incraaainqly ttranqthanad Iraq. Thia 
iaada ua to tha conclusion that tha Soviats may wall ba 
attamptinq to pursua thair own rtvolution in Iran. That is. 
by fualinq both sidts in tha conflict, tha Soviats could 
wall ancouraqa a disastrous 'final offansiva* by Iran that 
would praeipitata a political disintaqration in Iran, 
laavinq a powqr vacuum which tha Soviats could axploit. 
Spacifically , tha indicators of Communist influanea in Iran 


a 




o 


Tha ineraaainq dasparation brouqht on by tha costa of tha Iran- Iraq 
war has axacarbatad Iran’s vulnarability to Soviat influanea. 
Moraovar, Soviat dasiqns in Xfqhaniatan, prassura on Pakistan, 
and actual crossbordar strikas in Iran froa Afqhanistan hava mada 
raopaninq a strataqie dialoqua incraaainqly important. 
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In ihort, th« Seviati war* far batttr potitionad to inprova 
•ignlficantly thair influanca in th# rtgion in 1?I5 whan wa wara 
praaantad with an opportunity to opan « dialogua with Iran. in 
daclding to axploit thia opaning, wa avaiuatad pravioui afforta 
through nora convantionai channaia which had not auccaadad . 


About two ya«ra ago, aanior Iranian officiala apparantly dacidad 
that soma acconanodation with tha U.5. waa nacaaaary. Sinea 1913, 
various countriaa hava baan angagad in ovart uraa to tha U.S. a nd 
Iran in an affort.to atimulata diract contact! 



Howavar, intarnai splits and dabataa nada it difficult 
Traniana to raspond to thaaa ovarturaa. 


Hunarous individuals and privata partias hava likawlaa attamptad 
to ba halpful as intarmadiariaa in astablishmg contact in Iran 



In tha spring of 19IS, a privata Anarican eitizan (Hlchaal 
Ladaan) laarnad from an Israali govarninant official (David 
Kimcha) that tha Israalis had astablishad a liaison ralationship 
with an Iranian axpatriata (Hanuchahr Gherbanifar) in Europa who 
sought Israali halp in astablishmg contact with tha U.S. Govarn- 
mant. In acHnowiadging tha natd to damonstrata tha bonafidas of 
tha Iranian officials involvad, ha (Ghorbanifar) indicatad that 
his 'sponsors* in Tahran could also halp to rasolva tha Aaiarican 
hostaga situation in Bairut. 


In Juna of 1915, in tha midst of tha TWA-B47 hijacking, tha 
Israali officials in diract contact with tha Iranian axpatriata 
askad him to usa his influanca with sanior Iranian officiala to 
obtain tha ralaaaa of tha hijackad passangars. Two days aftar 
this approach, four AMricans hald saparataly froai tha rast of 
tha hiiacka d oaasanqars wara fraad and turnad ovar to Svr i^ 
au tho r i t j li • 

Spaakar Rafsanjanl* wte waa travailing in tha alo^aas^^ 
tima, and Xraniaia roralgn Hiniatar valayakl both in«arvana^;3lltli 
tha captord« Hafsanjanl,. in his sp««ch on dovambar 4, 19Bd» for 
tha first tlM publicly acknowladgad his rola in this nattor. 
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On July 3, 1985, during a viait to Washington, an Israeli 
official (Hifflchel advised National Security Advisor. Robert 
McFarlane, that Israel had established a channel of communication 
with authoritative elements in Iran who were interested in 
determining whether the United States was open to a discreet, 
high-level dialogue. The Iranians were described as comprising 
the principal figures of the government (i.e.. Speaker of the 
Mailis Rafsan;)ani, Prime Minister Musavi, and Khomeini's 
he i r -appa rent , Ayatollah Montazeri) and as being devoted to a 
reorientation of Iranian policy. 

At this first meeting, McFarlane went to great length to draw out 
the Israeli as to why he found the Iranian proposal credible, 
given the events of the past six years. The Israeli replied that 
their exhaustive analysis had gone beyond the surface logic 
deriving from the chaos and dec line within Iran and the 
degenerative effects of the war, to more concrete teats of the 
willingness of the Iranians to take personal risks. He noted 
that the Iranians had exposed themselves to possible compromise 
by meeting with Israelis and by peasing extremely sensitive 
intelligence on the situation (and political line-up) within Iran 
-- information which was proven valid. 

The Israeli asked for our position on opening such a dialogue. 

No mention was made of any pre-conditions or Iranian priorities. 
McFarlane conveyed this proposal to the President (in the 
presence of the Chief of Staff). The President said that he 
believed such a dialogue would be worthwhile at least to the 
point of determining the validity of the interlocutors. This 
decision was passed to the Israeli diplomat by telephone on 
July 30 . 

On August 2, 1985, the Israeli called again on McFarlane. At 
this meeting, he stated that he had conveyed our position to the 
Iranian intermediary and that the Iranians had responded that 
they recognized the need for both sides to have tangible evid^jnce 
of the bona fides of the other and that they believed they could 
affect the release of the Americans held hostage in Lebanon. 

According to the Israeli , the Iranians separately stated that 
they were vulnerable as a group and before having any prospect of 
being able to affect change within Iran they would need to be 
substantially strengthened. To do so, they would need to secure 
the cooperation of military and/or Revolutionary Guard leaders. 
Toward this end, they expressed the view that the most credible 
demonstratioa of their influence and abilities would be to secure 
limited amounts of U.S. equipment. The Israeli asked for our 
position on such actions. 
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Kr. Mcr«il 4 n« •Uv«t«d this propetition to the Pr«tid«nt it • 
mattinq within days that includad th« Sacratariaa of Stats and 
Oafansa and tha Oiractor of Cantral IntaiUqanca. Tha Pratidant 
statad that, whilo ha could understand that assumlnq tha 
laqitimacy of tha interlocutors , they would be quite vulnerable 
and ultiMtaly niqht dasaraa our aupport to include tangible 
matarialr at tha tisia. without any^Irst hand axparianea in 
dealing with them, ha could not authorise any transfers of 
military material. This was conveyed to tha Israeli. 

On August 22, ISIS, the Israeli diplomat called once more to 
report that the massage had bean conveyed and that an impasse of 
confidence existed. He asked what the position of the U.S. 
Oovernjnant would be to an Israeli tranafer of modest quantities 
of deftnsive military materiel. PiePerlana ropliodrthat to him, 
such an action would repreeent a distinmtimm^ without a difference 
The Israeli diplomat expleined’SS greet length Israel had 

its own policy interests that would be amoved by 'Catering auch a 
dialogua in bahalf of the U.S., but that a problem womid arise 
when ultimately they needed to replace itema shipped. Hm aekad. 
whether Israel would be able to purcheae replecammate for ftMU 
they chose to ship. HcParlane statad that tha iaaum was nolEEfha 
ability oX Israel to purchase military aq uim»« bV-drqm the 
they had'^bne so for a generation and votit/CMo ffrin- tte 
>> but rather tha iaaun was whether Id was V.S. 

allow others to ship military equipment to Iran. Th^ffvraell^^B 
asked for a position from our government. McParlane elevated the 
question to the President land to the Secretariea of State and 
Defense and the Director of Central Intelligence) . The President 
stated that, while he could envision providing materiel support 
to moderate elements in Iran if all tha Western hostages were 
freed, he could not approve any transfer of military meterial at 
that time. This position was conveyed to the Israeli dipiosut. 


On September 14, 1985, Reverend Benjamin Weir was released in 
Beirut by the Islamic Jihad Organization. This release was 
preesdsd by an intense effort on the part of Hr. Terry Waite, tha 
Special Onlsiery of the Archbishop of Canterbury. To this date, 
Kr , Waits remains the onl y Westerne r to ever meet di rectly wi th 
the Lebanese kidnappers. I 


In late September, we learned that the Israelis had transferred 
508 TOW missiles to Iran and that this shipment had taken place 
'Aeki*.-. in late Aoguat . The Israelis told ui that they undertook the 

vs action, aespite our objections, because they believed it to be in 

w^ve^ their strategic interest!. The Israelis managed this entire 

operation, to include delivery arrangements • funding, snd 
transportation. After discussing this matttr with the President, 
M 1 V. it was decided n ot to e xpose this Israeli delivery because we 

fCAn ^ WwsA .mAi. '%vs.\qmam 


CNattlED 



682 





vantfld to rot«in tha option of oxploltin^ tha tiistin^ ItraaU 
ehannal with Tahran in our owo affert to aitabUah « ttrtta^ie 
dlalofua with tha Iranian povarniaant. Tha total valua of tha SOI 
TOWa ahippad by laraal waa aatiiaatad to ba lata than f} aillioo. 

On Oetebar 4, iftS, lilaaic Jih«4 announca4 it had ”axneata4* 
•airut f tat ion Chiaf williaai buck lay in ratd^otion for tha 
Oetobar I itraali aiV raid on PfcO inttallatlona in Tunia. Thla 
announeamant lad to a aariaa of Matinfa in turopa amony tha 0.1. 

(CIA and NSCI , laraali. and Iranian intamadiariaa. In-thaaa* 
■aatlnya* tha Iraniana indieatad that, whila thair ability to 
influanea tha Hisballah waa waniny, tha Hicballah had not killad 
Buck lay f ha had in fact diad aavaral aontha aarliax of nat(n^ ^ 
cauaaa. wa hava ainca aubatantiatad thla tnfocmanBk in dMnolV 
of rathar Jtneo and Oavid Jacobaan. both of whoa tndlcata ^at 
ucki ay probably diad on Juno 3* if IS of pnauoonia-lika aynptoaa. ^ 

In aid-WovatBbar7''t7lO’'^lkt4^la throoyh a aanior of Hear In 
w %ia.^Priiaa Hlniatar'a offica (XMoa^^^r) > indieatad that 
tww.. iHM^'of laraal wax convincad that thaT'xyra naarlny a braa)^ 

wo> with Iran on a hiyh*lavol dialoyua. Tha laraali aakoo a O.f, ^ . 

official (North) for tha naiaa of a Curopaan-baaod..^rLina which_^*** r.’*> 
could diaertatly fnr purpMd^f dalivariny 

oaaaanyara and earyo. tfa wara aaaura^ at tko tiiM. that tha 

loiny eo ^rry on drlilTny odr^ta aa an incantiva.* 

Tnca wa had^oMp a a iaa d i n m eh ^^ ^^g^laa aa[W Q wa r tha aarltar ' 
ahipnant. tha nano of tha propriat. 
paaaad to th^laraali, whd tubioqTiiA' 







chartarad throuyh nomai coai 




oaiBa x a t a l g oaaaaa t< 
on Movanbar IS, Iftf . ^n January 
laarnad that tha laraalia, raapoin?l -7 rn 
tha Iraniana, uaad tha airc£Ad« toXranaport II HAWK oiaailaa to 
Iran in an af fort t5...iafpT5va tha atatic air dafanaaa around 
jJahran. Tha l>»atftif wart unwlttlny of tha CIA’ a Inwolvaawnt in 
■ — ^ •“'''•'»^*tha a l r 1 irjo-'^nd tha airlina waa eatd- Jt tha normal e o—areial 
rata (p^tfroxinataly $127,700). Tha airlina paraonalj w 
unw^^fe-finy of tha earyo thay carriad. ’ 

Tha laraali dalivary of hawk aiaailay raisad aarioua U.S. eoncarna 
that thaaa dalivariaa wara jaopardixlny our objactiva of arranyiny 
a diract naatiny with hlyh^laval Iranian offlciala. Aa a conaa- 
quanca of U.S. initiativa and by mutual ayraanant of all thraa 
partiaa, thaaa miaailaa wara aubaaqwntly raturnad to laraal in 
rabruary 1911. 



^ Oacambar 7, tha Proaidant convanald 
Houaa (raaidonea) to diaeuaa noxt fta 
aatabliah diract contaet^with tha Ird 
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w«ra th« Chlaf of Staff# Saerttarlaa of Stata and 
Dafonao, tha Daputy Oiractor of Cantral IntaUi 9 anca, and tha 
Aaalatant to tha Praaidanc for National Saeurity Affaira and hia 
Daputy. Zmnadlataly aftar tha maatln^, Mr. McParlana dapartad 
for London to aioat with tha laraaii official and tha Iranian 
contact to maka claar tha natura of our intaraat in a dialoqua 
with Iran. At thia naatinq# Nr. McFarlana# aa inatruetad by tha 
Praaidant, atatad that; 

tha U.S. waa opan to a political dialoqua with Iran, but 
that no such dialoqua could maka proqrasa for as lonq aa 
groups aaan as domlnatad by Iran ha Id U.S. hoataqasj and 

— tha U.S. could undar no circumatancas tranafar arms to Iran 
in axchanqa for hostaqaa. 

Thaaa points ware mada diractly to tha Iranian intar locutor. Tha 
Iranian rapliad that, unlass his astociatas in Tahran wara 
stranqthanad. thay could not risk qoinq ahaad with tha dialoqua. 
Mr. Mcfarlana acknowladqad tha position but atatad wa could not 
chanqa our position. In a saparata meatinq with tha Israall 
official. Mr. Mcfarlana mada claar our strong objactions to tha 
Israali shipmant of tha TOM missilaa. followinq thasa maatinqt, 
Mr. Mcfarlana raturnad to Nashinqton and shortly tharaaftar loft 
activo qovarnnant sarvica. 

On January 2 . tha Prima Ministar of Israal dispatchad a spoclal 
amissary to tha U.S. (Ajairan Nlr) to raviaw proposals for naxt 
stops in dealing with Iran. Tha Israelis urged that wo reconsider 
the issue of providing liKited dafonsiva arms to those attempting 
to taka power in Tahran. since all other incentives (economic 
sssistanca. medical supplioa. machine partsi were of no value in 
shoring-up those who wanted an opening to the west. Admiral 
Poindexter noted our stringent objections to tha HANK missile 
shipments in November and noted that tha U.S. would have to act 
to have them returned (a step undertaken in February, when all 
18 missiles were returned to Israel). In that any implementation 
of the Israeli proposals would require the active participation 
of the intelligence community, the NSC Staff (North) was taikad 
to prepare a covert action finding. Work on thia Prasidantiai 
finding commenced on January 4. 

On January 6. the President, the Vice President, the Chief of 
Staff, and tha National Security Advisor and his assistant 
reviewed tha first draft of the Finding and the recommendations 
made by the PrisM Minister of Israel through his special 
emissary. 

On January 7. the President siat in the Oval Offica with tha Vice 
President, tha Chief of Staff, Secretaries Shultz and Weinbarger. 
Attorney General Haase, Director Casey, and the National Security 

limKSSIFrtD 
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AdvLtor CO difcut* the ovarall sltuition in Iran and proapacta 
for a atrata^ie dialoqua. It vaa aqain notad that Mr. HcFarlana, 
on raturn froia his trip to London, had raconwandad that no 
furthar action ba takan unissa a mechanism could ba aatabiishad 
by vhtch tha U.S. could axart batter control over events. Ha 
aqraad, in princlpla, with Director Casey that providing limited 
quantities of dafanaiva arms after tha hostages ware released 
still had merit, both Secretary Shult* and Secretary Weinberger 
objected to any provision of arms, citing that we could not be 
sura that these would really help moderate elements and that, if 
exposed, the project would not be understood by moderate Arabs 
and would be. seen as contravening our policy of not dealing with 
states that support terrorism. The President deeidod that we 
should attempt to Aeep the Israeli channel active as long as it 
offered possibilities for meetings with high'*level Iranian 
officials and left open the issue of providing defensive arms to 
Iran if all tha hostages were released. 

It was further determined by tha President that any dialogue with 
tha Iranians must be aimed at achieving the following goals; 

-- Devising a formula for re-establishing a strategic 
relationship with Tehran. 

Ending the Iran-Iraq War on honorable terms. 

> Convincing Iran to cease its support for terrorism and 
radical subversion. 

Helping ensure the territorial integrity of Irairand 
coordinating ways in which we might counter Soviet 
activities in tha region. 

The President made clear that a western dialogue with Iran would 
be precluded unless Iran were willing to use its influence to 
achieve the release of Western hostages in Beirut. He also made 
clear that we could not and would not engage in trading irma for 
hostages. Secretaries Shultt and Weinberger retained their 
original position on providing any amrs to Iran, but Attorney 
General Heese and Director Casey both supported the concept as a 
valid meant of opening the dialogue. Attorney General Meese 
noted a 1911 determination by then Attorney General French Smith 
that transferring small quantities of arms throuqh third 
countriss under a Covert Action Findinq was not illeqai. 
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-On Jnnuary lt« a mnatlng was h«ld in th« National Sacurity 
Advisor's of flea with Sacratary Wainbarqar, Attornay Ganaral 
Maasa, Oiractor Casay. and CIA. Canaral Counsai Stanley Sporkin. 

At this seating, .tha .fi>tial dealt . of tha Covart Action Finding was 
raviawad and was lowacdad to th« Prasidant with Sacratary 
NalnOargar dissanting. 

On January 17, 199S, tha Prasidant approved a Covart Action 
Finding (Tab A) directing that tha intalliganca cotranunity procaad 
wich spacial activitiaa aimed at acconpliahing tha goals sat 
forth above. Tha President futhar datarminad that tha activitiaa 
authorized by the Finding justiliad withholding prior Congressional 
notification due to tha axtrame sensitivity of tha dialogue being 
eatablishad. Ha further noted that public knowledge of tha 
program would piaca tha American hostages in Lebanon at greater 
risk. Noting his concern for tha lives of those carrying out tha 
operation (both U.S. and foreign), ha directed that tha Oiractor 
of Central Intalliganca refrain from reporting the Finding to tha 
appropriate comniittaas of tha Congress until reasonably sure that 
those involved would no longer be in jeopardy— 

On February S-7, Q^. officials (NSC^Md 

representatlve of 'Hhe Israeli j£tB>e_)^>ixtrY_^^^^^sMUrl , and a 
senior-^vQ I Iranian 

in London. At this mee^n^^^h^iran^n^agrae^^ 
that, if the USG would provide defensive weapons (TOWs) to Iran, 
they would, in turn, provide same to the Afghan Mu}ahideen. The 
U.S. side agreed to explore this possibility and. working with 
the Israelis, established the following mechanism for transfer of 
the weapons: 

The Iranian intermediary (Ghorbanifar ) would deposit funds 
m an Israeli account. 

The Israelis would transfer funds to a sterile U.S.' 
controlled account in an overseas bank, 

-- Using these funds, the CIA would covertly obtain materiel 
authorized for transfer from U.S. military stocks and 
transport this to Israel for onward movement to Iran. 

Using the procedures stipulated above, $3.7 million was deposited 
in the CIA account in Geneva on February II, 19S6 and on 
February 14, 1.000 TOHs wore transported to Israel for pre-position- 
ing. These TWs were transferred by CIA from 000 (U.^^Araj^^ 
s tocks in Anniston, Alabama) and transporte^through 

using CXA-0ODm||H|^^m logistics 

arrangements. Policy-level coordinatioi^arthese arrangements 
was effected by NSC (North) with 000 (Armitage) and CIA (Clair 
George). The TOWs were placed in a covert Israeli facility 
awaiting onward shipment. 

tqf^'Sbcat^ 
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On r«br\j«ry 19*31, U.S. (NSC and CIA), and Iranian 

ofSiciaia nat in Garmany to diacuia problawa in arraiMinq 
naatinq aaien 9 high ar-laval offJLciaia. At tbia waatiM, tha 

I raniana cowwittadr" 

, , isatlM 

waa racaivad froa waahinqtMt, tha 0.1. a Ida aoroad to provida 
1,000 TOWt to Iran at a claar aionai of U.S. aincarity. Thia 
dalivary vaa cotnaancod on tha morning of Fabawy 30 and 
complftad in two tranaita to Tahran on Fabruary' 31. Trana* 
portation from laraal to Iran waa aboard a falia flaq laraali 
aircraft. 



On Fabruary 34, U.S. (CIA and NSC) officiala nat aynin in 
Frankfurt with tha laraaii and Iranian officiala to diacuaa naxt 
atapa. At thia naatinq, tha U.S. sida ur^ad thn< tha IranAnna 
axpadita a naatina anons hl9har*lavai odfieiaXaT db both alUda. ^ 


On Fabruary 31, tha Prima Miniatar of laraal wrota to Praaidant 
Raagan (Tab B) urging continuad afforta to acht^a r atiatagie 
braakthrough with Iran, buC' taking conntda ratio n -for tha aafaty 
of racantly aaizad laraali hoatagaa. 


On March 7, u.s. (CIA and NSC) and laraali rcpraaantativaa mat 
with tha Iranian intarmadiary in Paria to datarmina whathar any 
furthar prograaa waa poaaibla in arranging for a high-laval 
matting with U.S. and Iranian officials. During thaaa maatinga, 
tha mtarmadiary amphaaizad tha datar iorating aconomic situation 
in Iran and Iranian anxiatiaa rtgarding incraaaing Iraqi military 
af f activanaaa . 


Tha aacalatlon of tanaiona with Libya, laading up to tha April 14 
strika, pravantad furthar dialogut from taiflbg pl§^« until tha ^ 
Iranians urgad tha iatarm^lary (Chorbanlfar) ■ to accelarata tha 
•ffort in lata April. 19t(. At that point, tha Iranian axpatriata 
idvisad ua through tha laraali point-of-contact that tha 
leadarahip in Tahran was praparad to coBsaanca a aacrat dialogua 


^op sicnH 





On May 7. 1911. U.S. and I«ra«li offlcnrt Mt In London with 
th« Iranian intamodlary In which ha urQad that wa taka iawadiata 
stapa to arran 9 a lor a hi^h-'laval U.S. /Iranian abating in Tahran. 
D\jrin 9 tha London maatin 9 . tha Iranian urgad that wa (U.S. and 
Itraal) taka Inmadiata atapa to halp with Iranian air dafanaa. 

Ka amphaalsad that tha Iraqi Air rorca waa incraaainqly affaetiva 
of lata and that tha Iranians wars daaparata to atop attacks on 
population cantara. Tha laraalla also uaad this opportunity to 
privataly ask tha U.S. to raplaco tha SOI TOWa which thay had 
sant to Iran in Auqust, 1915. Tha laraalia wara infemad via 
codad naaaa 9 a on Hay IS that tha U.S. had aaraad to tha Iranian 
raquast for linitad anti^air dafania aquip«ant and to raplaniab 
tha SOI TOMS sant by Israal. 

Basad on assurancat that wa could at last oaat faca^tO'faca with 
top'laval Iranian officials, on Hay 19. tha Fratidant authorisad 
a lacrat mission to Tahran by foraar National Sacurity Advisor 
McFarlana. accompaniad by a CIA annuitant. CIA consnunicators. 
mambars of tha NSC staff, and tha Israali and Iranian intarlocu* 
tors. 

On May 16. tha Iranians, through tha Israalis providad S6.9M for 
daposit in tha CIA sacura funding Mchaniso. Tha funds wara usad 
to acquira SOI TOM tsisailas (for raplanishing tha TOMs Israal 
shippad in Saptsmbar 19151 and acquiring KAMV oissila alact»ni^^ 

W arts. This matarial was subsaquantly aovad 

rapackagad and shippad to Kally Aft for onward movamant to 
on May 32. As in tha Pobruary shipaant. tha CIA providad 
logistics support for tha aovasMnt of this ostarial to Isrsal. 

In ordar to ansura oparstional sacurity. tha NePsrlana trip was 
mada from Isrsal. coincidant with tha da 11 vary of s pa Hat of 
spara parts for Iranian dafanslva waapona systsau IfIM/X spsra 
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• laetronic p«rta). At th« rtquvtt of th« Ir«ni«nt. 

• lias foraiqn doeumantation obtainad fron tha CIA — 
was uaad. CIA also providadeovart transportation support froai 
CONUS to Israal for tha Nefarlana party. Tha qroup was 
tranaportad from laraai to Tahran aboard an laraali Air Foret 707 
with falsa flag marAinqa. 


In tha count of tha four-day (Hay J5-39> visit, langthy mattings 
wtra hald with hJrgh-laval Iranian officials, tha first diract 
contact baewaan tha two govarnmants in ovar six yaars. Hr. 
Mcfarlana and his taaa wort abla to establish tha basis for a 
continuing ralationship and clearly articulate our objactivas, 
concerns, and intentions. Tha group was also abla to assess 
first hand the internal political dynamic in Tahran and tha 
affect of tha war which Iren elaarly can no longer win. using 
Prasidantially approved Tams of Refaranca (Tab SI . which had 
baan raviawad and approved by appropriate Cabinet officers, 
McFarlana emphasized that our interest in Iran transcended tha 
hostages, but tha continued detention of hostages by a Lebanese 
group philosophically aligned with Iran pravantad progress. 

During tha visit, Mr. HcFarlana mada clear: 


that wa CbndaMntallr'a^p&Md aCterta to 

from tha Middle Cast; 




that we firmly opposed their use of terrorism; 

that we accepted their revolution and did not seek to 
reverse it: 


that we had numerous other disagreements involving regional 
policies (i.e., Lebanon , Nicaragua , etc . I , but might also 
find areas of common interest (i.e., Afghanistan and the 
Soviet threat to the Gulf) through dialogue. 


During these meetings, both sides used tha opportunity to detail 
the obstacles to implementing a strategic ralationship between 
the two countries. In addition to the points noted above, Mr. 
McFarlane emphasized tha political problems caused by Iranian 
involvament in the hostage issue. The Iranians objacted to the 
use embargo on U.S. military supplias already paid for plus the 
continued USG blocking of Iranian assats in the U.S., even after 
U.S. courts had ruled in their favor. During the course of these 
meetings, tha Iranian official! admitted that they could not win 
the war, but ware in a dlleswa in Tahran ovar how to end the 
conflict given the need to present an Iranian 'victory" before it 
could be concluded. They emphasized that the original aggressor, 
Saddaji Hussein, onist be removed froe power in order for the war 
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to ond. Hr. McFarUno concUdod tho visit by suMMritln^ th«t 
notwlthotdndind Iranlon intsrsit in corryind on with tho disLo^uo. 
VO could not proceed with furthor ditcuisiono in Upht of th«ir 
unwiliin^noss to nxnrt tho full weight of their influence to 
coueo the releese of tho Heetern hcetepos in Lobenon. 

On June 10, Mejlis Speeker Rofsenjenl, in • ipeeeh in Tehren asde 
Ouerded reference to Irinien intereat in improved relatione with 
the U.S. On July Pathor Uwrence Jenco was released in the 

Sekke Valley and found his way to a fyrian nllitary checkpoint. 

On Aupust 3, the remaining three pallets (less than H planeload) 
of electronic parts for Iranian anti'-aircraf t defenses (KAWK 
eissile sub*coaiponents) arrived in Tehran. As in all flights 
to/ from Iran this delivery was made with an Israeli Air force 
aircraft (707) usin^ false flaq earkinqs. Timing of the delivery 
was based on coordination amon^ U.S., Israeli and Iranian 
officials. 

In early August 19I(, the contact with the Iranian expatriate 
be 9 an to focus exclusively on the willingness of the USd to 
provide military assistance to Iran in axchandc for hostages and 
we sought to establish different channels of coasminication which 
would lead us more directly to pragmatic and moderate elements in 
the Iranian hiararachy. In mid-Au^ust, a private American 
citisen (HCCN Richard Record, USAP (Ret.)) acting within the 
purview of theJanuACJ^ewem^^cUfin Pindinp, mad^^eo^ct in 

Europe vith<]imB|Hl|[|mi||pimi^a relative 

senior Iraniat^o^ ffcTal (Rafsanjanii; With the Tnntinee of the 
ClA, this Iranian was brought covertly to Washington for 

detailed discussions. He judged this effort to be useful in 
establishing contact with a close confidant of the man judged to 
be the most Influential and pragmatic political figure in Iran 
(Raf san jani) . Theta discussions reaffirmed the basic objectives 
of the U.S. in seeking a political dialogue with Tehran, we also 
provided assessments designed to discourage an Iranian offensive 
and contribute to an Iranian decision to negotiate an end to the 
war. The assessments also detailed the Soviet threat to Iran. 

Through August, September, and October 19I(. numerous additional 
meetings were held in Europe between U.S. representatives and the 
new Iranian contacts. Xring the October 2S, ISIS meeting in 
Frankfurt, Germany, the U.S. side, as in the past, insisted that 
the release of the hostages was a pre-reguisita to any progress. 
The Iranian, urged th at we take a more actija— 

in support fo^^^^Beha^fesistance 
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Th« Iraniant alto p roffarad^an^th^U. S . aeeaptad. tha of far of 
a Soviat T*72 tank Tha 

offarad to provida ^cop^otkRaaOOpa^a tntarr pgatl on of lalrut 
Station Chiaf wmiait •gcklay. At thia moating. ^|||»tatad that 
thara waa a ‘vary 90 od ehanea that anothar Aiaariean or two would 
ba fraad toon.* On Oetobar 2S< with U.S. acqultcanca. Itraal 
provldad Iran with an additional IncratMnt of dafantiva waapona 
<SOO TOW mj.itilaa) . 

Lata on Oetobar 31 ,|M[|||^^^|p|pHplBcallad citlaan 

(Hakia) tatkad to maintaTn contact and advitad that Iran had 
‘axorclaad itt influanca with tha Labanaaa* in ordar to obtain 
tha ralaata of an Amarlcan — David Jacobtan and an uncartain 
nuinbar of franch hoataqaa. Ho furthar notad that thia would ba 
part of tha purpoaa of tha Iranian Poralqn Mlnlatar'a vialtt^^ 
Syria an avant wa baeajaa awara of on Novaaibar l> 19l(. 
atatad that tha aituation in Tahran. at wall at Ir anian in rTuanea 
ovar Hliballah wara both datarioratinqt 


n hovaobar 

2, David Jacobtan waa ralaaaad by hit captora naaF' tha old 
Ajiiarican Cmbaaay compound in Watt Sairut. Tha U.S. Embaaay In 
Eaat Bairut imnadiataly diapatchad an ambaaay offiear to Want 
Sairut to pick up Mr. Jacobtan. 

It ia now apparant that paraiatant U.S. affortt to aatabiiah 
contact with Iran and tubaaquant public apaculation raqardinq 
thaaa eontacta hava probably axacarbatad tha powar atruqqla in 
Iran batwaan praqmatie alamanta (lad by Hafaanjani) and a»ra 
radical factiona (undar tha ovarall apontorahip of Ayatollah 
Montazari) . In Lata Oetobar. radical aupportara (of Montazarl) 
ravaalad tha (Rafaanjani) contact with tha USG and tha tarma of 
tha contact. In ordar to dafand himaalf aqainat charqat of 
eolludinq with tha USG and to praaarva a daqraa of latituda for 
both partiaa, Ha j lit Spaakar Rafaanjani providad a purpoaaly 
diatortad varaion of tha Hay 19IS MeParlana miaaion in hia 
Novaatbar 4 addraaa to tha maaaaa. nodarata Iranian political 
laadara apparently now faal conatrainad to sattla thair intarnal 
political problataa bafora procaadinq with tha U.S. ralationahip, 
Tha ravalationa in Tehran raqardinq tha Hcfarlana miaaion ara 
damonatrabla avidenea of tha intarnal powar atruqqla. Tha 
October 19I< arrant of radical leader Mahdi Haahami, a clone 
confidant and aon in-law of Ayatollah Nontaaari, for acta of 
tarroriam and traanon haa cauaad furthar intarnal conflict. 

Raaolution of tha Lebanon hontaqa aituation ia alao complicated 
by waninq Iranian influanca in Lebanon due in part to financial 
conatrainta and the fact that tha Libyana are axpandinq thair 
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On Novaabar 7 , th« day aftar a Mating with U.S. official!. 
Iranian govarnaant authoritiaa arraatad six othar individual! 
involvad in radical activitiaa. Aaong tha two wara aanior 
military officara and a Najlia daputy (Ahnad Kaahani) « tha 
grandaon of Ayatollah Xaahani. a conapirator in tha 1949 attaapt 
againat tha Shah. 


Oaapita thaaa intarnal difficultiaa and attandant publicity in 
tha waatarn madia, tha Iraniana continua to maintain diract 
contact with tha USC and mmt again in (la na va o n Hovambar 9-10 
with use and CIA rapraaantativaa. 



Both III II II wail ml ilial fiiilliai 

diacloauraa could han^tnaa^araonally and tha longar-tana 
intaraata of tha two countriaa. 


It la important to nota that since tha initiation of tha USC 
contact with Iran there has bean no avidanca of Iranian govaro- 
mant complicity in acta of terrorism against tha U.S. Wa do not 
know who seised the last three AMrican hostages in Beirut 
(Hasara. Read, Cicippio. and Tracy). Tha lalamic Jihad 
Organisation (IJO) has diaclaiaied rasponatbility -- as have our 
Iranian intarlo- 



It is possible that these three 
. at tha direction of Iranian radicals 


TOP securr 
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loy«i to th« now imprisonod Mchdi Haihcmi. If lo, this could be 
«n effort to undermine the nascent U.S.-Ir«nien strategic 
dialogue and exacerbate the internal Iranian power struggle 
against the pragmatic faction with which we have been in contact. 

Throughout this process, the USC has acted within the limits of 
established policy and in compliance with all U.S. law. The 
shipment of 2.008 U..S. TOWs and 235 HAIiOC missile electronic spare 
parts was undertaken within the provisions of a Covert Action 
Finding, 

During the course of this operation -- and before -- the U.S. was 
cognizant of only three shipments from Israel to Iran. 
Specifically: 

-- The Israelis acknowledged the August 1985 shipment of 508 

TOWS after it had taken place. Until we were advised by the 
Israelis, and had the information subsequently confirmed by 
Iranian authorities, we were unaware of the composition of 
the shipment. We subsequently agreed to replace these TOWs 
in Hay of 1986. 

-- The November 1985 shipment of 18 Israeli HAWK missiles was 
not an authorized exception to policy. This shipment was 
retrieved in February 1986 as a consequence of U.S. 
intervention . 

-- The October 1986 shipment of 500 TOWs from Israel to Iran 
was undertaken with U.S. acquiescence. These TOWs were 
replaced on November 7. 

In support of this Finding and at the direction of the President, 
the CIA provided the following operational assistance: 

CIA communications officers and an annuitant to assist in 
various phases of the operation. 

— Sterile overseas bank accounts for financial transactions. 

A secure transhipment point for the dispatch of U.S. 
military items from the U.S. 

— Transhipment of military items from ths U.S. to Israel. 

— Communicationa and intalligance support for the meetings 
with Iranian officials and the McFariana trip to Tehran in 
May. 
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CUirad tn««tin9 sitai in Europ« for MOtin^i with Iranian 
officials. 

" rabrieatad and alias docuswntation for U.S. and foreign 
officials for moatlnqs in Curopo and Tohran. 

Tho weapons and aiatorial provided under this proqraai were judged 
to be inadequate .to' alter either the balance of military power or 
the outcome of the war with Iraq. They have, however, demonstrated 
the U.S. commitment to Iranian territorial integrity and served 
to support those in Iran interested in opening a strategic 
relationship with tho U.S. U.S. efforts over the last II months 
have had tangible results on Iranian policy i 

— The hafsanjani/Valayati intervention on behalf of the THA 
1147 passengers (June ISIS). 

Iranian direction that the hijacked San Am 17] would not be 
received in Iranian territory if it left Karachi. 



The release of three American and at least two French 
hostages. 


The initiation of an Iranian dialogue with their regional 
neighbors. 

Continued delay in the Iranian ‘final offensive.* 

Finally, it must also be noted that the U.S. arms embargo 
notwithstanding. West European nations have provided SSOO eillion 
a year in military equipment to Iran. Host of these transfers 
were accomplished with government knowledge and/or acquiescence. 

All appropriate Cabinet Officers have been apprised throughout. 
The Congress was not briefed on the covert action Finding due to 
the extraordinary sensitivity of our Iranian contacts and the 
potential consequences for our strategic position in Southwest 
Asia. Finally, our efforts to achieve the release of the 
hostages in (.ebanon must continue to rely on discreet contacts 
and intermediaries who cannot perform if they are revealed. 









